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CHAPTER I 


INTRODUCTION AND GENERAL TRADE DEVELOPMENTS 


1.1 INTRODUCTION 


This report on Canada's commodity trade performance covers the 
period from 1960 to the present and examines Canada's trade from various 
perspectives, its commodity composition, regional market developments, the 
relationship between exports and imports in individual industrial sectors 
and Canada's trade performance measured against other countries. The study 
is based primarily on two sets of data; those on Canadian exports and 
imports compiled and classified by Statistics Canada, and United Nations 
data compiled from national sources but classified in a uniform framework 
established by the United Nations which differs in a number of significant 
ways from the Statistics Canada system. 


The report is presented in eight chapters. Chapter I comprises 
the introduction and an examination of general trade developments in the 
world and Canada's role in international trade. Chapter II deals with the 
commodity composition of Canada's trade. This is dealt with in terms of 
broad commodity groups although some detail is given on a few major 
individual commodities. Chapter V deals with the geographical composition 
of Canada's trade, that is, with the changes in the importance to Canada of 
various export markets and the changes in Canada's sources of imports. 


Chapters III and IV deal with Canada's trade performance in 
relation to domestic output and domestic demand. For this purpose, the 
commodity trade data have been assigned to industrial sectors following the 
Standard Industrial Classification System of Statistics Canada. In Chapter 
III, the export and import trends are analyzed for the major commodity 
producing industries of agriculture, forestry, fishing and trapping, mining 
and manufacturing. In Chapter IV, the analysis of trade performance is 
focussed on manufacturing with some reference to the 20 major manufacturing 
groups such as foods and beverages manufacturing. 


. Chapter VI examines Canada's share of exports to external 
markets. This chapter begins with an analysis of Canada's participation in 
world trade, then in the market of the OECD as a whole with some reference 
to Canada's participation in the markets of individual members of the OECD, 
then of the developing countries and finally of the centrally planned 
economies. The Canadian shares of exports to the OECD countries are 
considered in relation to the shares obtained by other’ industrial 
countries. Chapter VII examines Canada's share of exports to the United 
States, again, by major industrial group, and also by the 20 manufacturing 
sectors. In most cases, these chapters measure exports in terms of the 
United Nations data on imports of the market areas concerned. All the 


ee a 


data have been converted into U.S. dollars at the rates of exchange 
prevailing each year. The United Nations data have been adjusted to 
approximate Canadian industry sector definitions. The commodity 
classification systems of Canada's export markets differ from the Canadian 
system and even though they have been adjusted to a common United Nations 
definition it has been noted that there are discrepancies, e.g., between 
the United States data recording imports from Canada and the Canadian data 
recording exports to the United States. These owe their origin to several 
factors but the discrepancies are not believed to be so large as to 
invalidate the conclusions that have been drawn in this report. 


Chapter VIII examines the factors in Canada's trade performance 
which have been identified in the preceding chapters. Particular attention 
is focused on Canada's competitive position in terms of prices and costs. 


1.2 PATTERNS OF WORLD TRADE 
1.2.1. Distribution of World Trade 


Canada's international trade can be better understood within the 
context of total world trade. This section provides a brief overview of 
the basic pattern of exchange of commodities at the world level. 


In 1977, the market economies in total provided about 90 percent 
of world exports with the developed market economies accounting for some 65 
percent of total value. The developing market economies make up about a 
quarter while centrally planned economies account for the remaining 10 
percent of world exports (See Table 1.1). 


The United States, although it is the largest single exporter, 
comprises only about 10 percent of world exports, compared with Canada at 
about 4 percent, and Japan with 7 percent. The major trading group, with 
34 percent of world exports, is the FEC. Half of the external trade of 
members of the EEC is with other members of the Community. Among the 
developing countries, the emergence of OPEC quite clearly represents the 
major change in relative trade shares, outstripping the increases in value 
of exports of all other major trading groups in recent years. 


Most of the exports of developed market economies go to other 
developed countries, over 70 percent in 1976 (See Table 1.2). About 
three-quarters of this trade among the developed market economies is made 
up of manufactured goods. Abouw halt, ofa the exports of the centrally 
planned economies go to other centrally planned economies, again largely 
concentrated in manufactured goods. Most of the exports (about 70 percent) 
of developing market economies went to the developed countries in 1976 and, 
as would be expected, most of this was fuel. In return, the developed 
countries shipped manufactured goods notably machinery and _ transport 
equipment. Indeed, the developing world now makes up 30 percent of the 
international market for machinery and transport equipment. 


TABLE 1.1 
DISTRIBUTION OF GLOBAL EXPORTS, 1977 


Value Distribution Average Annual % Growth 
($US Billions) Percent 1960-69 1969-77 1960-77 


(percent) 

Total eto 100 8.8 19.3 13.6 
Developed Market Economies 729 65 9.6 18.0 13.4 
Developing Market Economies 283 25 6.6 24.6 hy 
OPEC 147 Us! 7.4 3258 1S 
Centrally Planned Economies 108 10 Wee shes} 141: <8 
Canada 42 4 1023 14.8 12.4 
United States 119 11 10.6 15.6 12.9 
Japan 81 if (ead 22.4 18.5 
EEC of 9 376 34 8.9 1365 13.4 
Other Devel .Market Economies 112 10 (aS) ie) 12.3 
Developing Africa yy 4 Suc 18.5 ies2 
Developing America 63 6 4.6 19 .6 11.4 
Developing Asia W5 16 Wiese 29.5 Wiese 
Note: Data exclude trade between centrally planned economies of Asia, and, 


for 1977, between the Federal Republic of Germany and the German 
Democratic Republic. 


Source: UN Monthly Bulletin of Statistics, June 1978. 
UN Handbook of International Trade and Development Statistics, 
UNCTAD, 1976. 


The pattern of Canada's export trade is similar to that of the 
rest of the developed market economies although a somewhat higher 
proportion of its exports go to other developed market economies than is 
true of other industrial nations. Also a somewhat higher percentage of 
Canada's exports is made up of food items, fuels, lumber, wood pulp and 
metal ores than is true of the developed economies as a whole, reflecting 
Canada's substantial agricultural, forest and mineral resources and its 
relatively small population. 


rts 
from: 


Developed Market 
Economies 

Developing Market 
Economies 

Centrally Planned 
Economies 

Total 


Developed Market 
Economies 

Developing Market 
Economies 

Centrally Planned 
Economies 


Total 


Developed Market 
Econamies 

Developing Market 
Economies 

Centrally Planned 
Economies 


Total 


Developed Market 
Economies 

Developing Market 
Econamies 

Centrally Planned 
Economies 


Total 


Developed Market 
Economies 

Developing Market 
Economies 

Centrally Planned 
Economies 


Total 


Developed Market 
Economies 
Developing Market 
Econamies 
Centrally Planned 
Economies 
Total 


Source: United Nations, Monthly Bulletin of Statistics, June, 1978 


al 


ae tho Ss 


TABLE dec 
DISTRIBUTION OF WORLD TRADE, 1976 
Developed Developing 
l Market Market 
Exports to:! Econamies Econanies 


(billions of U.S. dollars) 


Total Conmodities 


458 147 
182 58 
_27 14 
666 220 


Food, Beverages and Tobacco 


50 13 
22 7 
a3 aa? 
_76 23 


Crude Materials excl. Fuels, Oils, Fats 


28 2 
15 4 
4 a 
SI to 
Chemicals 
42 14 
2 2 
1 Bl 
45 ic 
Machinery and Transport Equipment 
156 73 
5) 4 
2 4 
45 “16 


Other Manufactured Goods 


136 36 
24 9 
6 be) 
166 47 


the destination of certain exports is unknown. 


(2 


Less than $500 million. 


Centrally 
Planned 
Economies 


The sum of "Exports to" is less than that of "exports from" because 


Total 


1.2.2 Growth in the 1960's and 1970's 


The growth of world trade in the 1960's and 1970's has been 
spectacular, increasing in value eight-fold from 1960 to 1977. The rate of 
increase accelerated in the 1970's but this was due to sharp increases in 
prices particularly after 1972. The almost 9 percent annual rate of growth 
in the 1960's was nearly all due to increased volume as prices in 
internationally traded goods increased at an annual rate of only a little 
more than one percent. Since 1970, prices have more than doubled. For 
this reason, it is more informative to look at the changes in volume of 
trade over the period under review. 


World trade in volume terms! rose by about 120 percent from 1960 
to 1970 (while world production grew only about 70 percent in volume terms) 
and grew another third up to 1973 after which recession struck the 
industrial world. Exports of the developed market economies increased 
substantially more than those of the developing countries from 1960 to 
1970. It was only from 1970 to 1973 that the exports of the developing 
countries approached a rate of growth approximating that of the developed 
countries. Canada had an above average rate of growth in the volume of 
exports showing an increase of 155 percent from 1960 to 1970. The volume 
of Canada's exports grew somewhat more slowly than the world total from 
1970 to 1973 increasing by 26 percent compared to 31 percent for the world 
total, fell more sharply in the recession years of 1974 and 1975 but has 
recovered more strongly since, growing by 18 percent from 1975 to 1977 
compared to 15 percent for the world as a whole (See Table 1.3). By 1977, 
world exports of all commodities had somewhat more than tripled in volume 
compared to 1960. 


The growth in the volume of world trade of manufactured goods has 
been stronger than that for total commodities. The volume of exports of 
manufactured goods of the developed market economies (which in 1970 made up 
84 percent of the world total) quadrupled from 1960 to 1977; that for 
Canada increased even faster, quintupling in the same period. Trade in 
manufactured goods was not as adversely affected as total trade during the 
recession of 1974 and1975 although the volume of Canadian exports of 
manufactured goods actually declined while exports of manufactures by other 
industrial countries in total edged upward. Since 1975, Canada's exports 
of manufactured goods have recovered strongly and the volume growth has 
outpaced that for the industrial countries as a whole. 


1 While these volume data do not include the exports of the centrally 
planned economies, these made up only 9 percent of the value of total 
world exports in 1976. 


CHANGES IN VOLUME OF WORLD COMMODITY EXPORTS, 


1960-70 


Total Commodities 


World! 

Developed Market 
Economies 
Canada 


Manufactured Goods¢ 


Developed Market 
Economies 
Canada 


All Market Economies3 


FOOdWmeEC's 

Raw materials, excl. 
Si bheul les) 

Fuels, etc. 

Chemicals 

Machinery4 

Other Manufactures 


TOTAL 


La 


Med, 
1D5 


144 
233 


56 


ie) 
35 
233 
178 
133 


Ty 


TABLE 1.3 


1970-73 


31 
5 


28 


1973-15 


(percent ) 


-14 


1960-1977 


1975-77 


11 

7 
18 
13 
Ve 


13 


1960-77 


220 


ae 
226 


298 
403 


1960-76 


Udall 


78 
165 
4O7 
350 

251 


(al 


Source: United Nations, Monthly Bulletin of Statistics; Statistics Canada. 


1 Excluding the trade of centrally planned economies. 


e Defined as 


consisting of sections 


5-8 


of the 


Standard 


International Trade Classification namely chemicals and chemical 
products; manufactured goods classified chiefly by material such 


as leather, 
and. steel, 


wood manufactures, 


non-ferrous metals, 
equipment, and miscellaneous manufactured goods. 


3 To other market economies. 


Inecludis transport equipment. 


paper, 


paperbound, 


textiles, iron 


etc; machinery and transport 


The growth in exports has also varied significantly by commodity 


group.. From 1960 to 1976, the volume of exports of raw materials 
(excluding fuels) increased by 78 percent and that of food by 111 percent. 
Exports of fuels were somewhat stronger at 165 percent. But exports of 


chemicals increased by about 425 percent in volume terms in the period 
while that of machinery and transport equipment increased by 350 percent 
and other manufactures by 250 percent. 


1.3 ROLE OF INTERNATIONAL TRADE IN CANADA AND OTHER INDUSTRIAL COUNTRIES 
1.3.1 Canada in Relation to Other Countries 


The role of international trade in a nation's economy is, among 
other factors, related to its size, the diversification of its production 
and its level of income. The relationship is not a simple or uniform one. 
Large economies whether rich or poor tend to provide a larger share of 
their needs internally than do small economies and thus are less subject to 
changes in international trade. Highly specialized economies tend to rely 
to a greater extent than do diversified economies on international trade 
exchanging their narrow range of production for the wider range of their 
demand requirements. The developing countries with low per capita incomes 
tend to have high ratios of exports to output in part because most of them 
rank aS small economies in terms of output if not in terms of population. 


The importance of international trade in the world market economy 
has increased in the post-war period as exports grew faster than domestic 
output and imports grew faster than domestic consumption in nearly all 
countries. This trend was particularly marked in the 1960's with a 
Significant increase in export orientation. The trends in some of the 
major industrialized countries are indicated in Table 1.4. 

“ Canada is a medium-size economy, ranking sixth in terms of output 
among the developed market economies and also sixth in terms of exports of 
goods (See Table 1.5). The value of Canada's exports (in terms of U.S. 
dollars) is exceeded only by those of the United States, Japan, West 
Germany, France and the United Kingdom and is about the same as that of 
Italy and the Netherlands. Outside of the market economies, the Soviet 
Union is the only country whose exports approach those of Canada. 


Canada thus also occupies a middle position as far as its 
reliance on international trade is concerned. About 23 percent of Canada's 
output of goods and services is exported compared to about 18 percent for 
the OECD as a whole. Among the seven major industrialized market 
economies, Canada is fourth highest in terms of its reliance on 
international markets, being exceeded by the United Kingdom, Italy and West 
Germany. Smaller industrial countries such as Belgium, the Netherlands and 
Switzerland, also show a higher ratio of exports to total output than does 
Canada. 


TABLE 1.4 


RATIO OF COMMODITY EXPORTS TO GROSS DOMESTIC PRODUCT 


1965 1970 1973 1974 1975 1976 
(percent ) 

United States 39 44 Bab ad al 6.8 

Japan 9.5 9.8 9.0 lee Leclaeses) 12.1 

West Germany 15.6 18.4 1926 23.4 21.5 22.9 

France TO 1255 Ths ‘ifbired 15.4 16.0 

United Kingdom licens 15.9 Wifes Aviec 15.2 etien 8) 

Canada 157.6 193i, 20m 2B Ke 19.7 4h Bay 

Italy VANS} 14.3 itavayl KS bys} 19.9 2150 
EEC! (including intra- 

community trade) 15.2 ikeeel 20.50 2320 21,09 2865 


EEC! (excluding intra- 
community trade) on . ibe Lila Tlie 
OECD 9.0 10.6 12d) Le qe 14, 


NO 
Ne) 
oO 
Ne} 
Ol 
— 
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Source: United Nations, Commodity Trade Statistics, IT&C International Trade 
Data Bank. 
OECD, National Accounts of OECD Countries, 1976. 


1 Adjusted to include all the present members of the European Community 
throughout the period. 


TABE Real 


PRODUCTION AND TRADE OF TWELVE LEADING DEVELOPED COUNTRIES, 1976 


Production | Exports of Goods & Services Exports of Goods 
(Billions (Billions Percent (Billions (Percent 
Ofesu.se) Of sUgSs) of GDP) OfesUoe) of GDP) 
United States 1 TAGEAL 141.3 83 115 20 6.8 
Japan 555 mal 76.6 1330 6.2 fone 
West Germany HY5 9 1.15.9 26.0 10220 (Ea Boor S 
France 346.8 70.4 Ass Do 6 16.1 
United Kingdom ZAG ce 63.8 29.1 46.3 ele 
Canada 194.6 yyy 22.8 30:0 20.4 
Italy 170.8 45.6 26.7 36.9 22.6 
Spain 104.6 14.5 13.9 Seah 8.5 
Australia 94.1 1572.0 15.9 $3541 14.1 
Netherlands 89.5 48 .6 54.3 38 .7 43.9 
Belgium/Luxemberg 68.2 SAS 49.2 32).0 48.2 


1 Gross Domestic Product 


Source: United Nations, Monthly Bulletin of Statistics 


For commodities alone, the situation is similar. As already 
noted, there is some relationship between the size of an industrialized 
economy and its degree of dependence on outside markets. The two largest 
economies, the United States and Japan, have a relatively lower dependence 
on international trade although they are joined by the poorer members of 
the OECD such as Spain, Turkey, Greece and Portugal which, even though 
their economies are smaller, have a relatively low orientation to 
international markets. All of the richer developed economies smaller than 
Canada except Australia have a larger proportion of output going to foreign 
markets. Canada now has a smaller proportion of its output going to 
external markets than its size would seem to suggest. 


Among the seven major industrialized countries, Canada is unique 
in the degree of concentration of its international commodity trade in one 
market. About two-thirds of its commodity exports go to the United States. 
Only 13.1 percent of West Germany's exports go to its major trading partner 
(France) compared to 21.0 percent for the United States (Canada) and 23.6 
percent for Japan (United States). 


This degree of concentration is a reflection of geographic 
proximity and the large size of the United States economy relative to 
Canada. A similar analysis for the major West European industrial 
countries shows that Western Europe as a whole absorbs 65.6 percent of West 
Germany's exports, 62.7 percent of those of France, 51.2 percent of those 
of the United Kingdom and 61.6 percent of those of Italy. Canada's 
international trade is somewhat less concentrated in the United States than 
would be indicated by its geographic position. 


Canada's international trade is also affected by the fact that 
Canada is almost a continent in itself, twice the area of Europe (excluding 
the UTS7S R29. Thus, it is sometimes more economic to export a product 
from one part of Canada and import it to another than to meet the domestic 
requirements for the product internally. This is true of crude petroleum, 
coal and iron ore to name a few outstanding examples. 


The importance of international trade to the Canadian economy 
varies significantly from one industrial sector to another and also from 
one region to another. While, as has been said, about 23 percent of total 
Canadian output is exported, a higher proportion or about one-third of 
tovals soods “output. is exported! “Within the, goods sector; the degree of 
dependence on exports is often higher, standing at 64 percent of output for 
wheat, 80 percent for iron ore and 73 percent for motor vehicles. 
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1.3.2 Canadian Trade and Economic Performance 


What contribution have international trade developments made to 
the growth of the Canadian economy since 1960? To answer, it is necessary 
to take a longer term perspective and compare the growth of trade and of 
the Canadian economy in the 1960's with that which prevailed in other 
periods and most notably that in the immediately preceding decade. 


The immediate post-war period was one of stagnation for Canada's 
external trade with exports in real terms edging downward as Canada's 
overseas customers struggled to recover from the destruction of war and the 
ensuing serious balance of payments difficulties. The latter was a 
particularly serious problem for the United Kingdom which had been Canada's 
largest single export market before the war. 


The recovery in Canada's exports that began in 1951 was in part a 
response to a difficult international climate which provoked substantial 
rearmament. It should also be noted that the Korean war began in 1950. 
The average annual growth rate of exports in real terms for the decade of 
the 50's was about 4 percent which seems relatively low when compared to 
the decade of the 60's when an annual average of over 9 percent was 
attained (See Table 1.6). It should not be overlooked that the period of 
the 50's saw a major development of infra-structure, the building of 
pipelines, the construction of the Seaway and a major expansion of oil, 
metallic and mineral development, all of which paved the way for the 
expansion of exports in the 1960's. 


The 1960's then showed a distinctly different pattern. While the 
expansion of trade in automotive goods was a major factor in this increased 
volume, it is not by any means the only one as there was a stronger rate of 
growth of exports in volume terms in all major commodity sectors with an 
average annual rate of growth in the volume index of 5.7 percent for food, 
feed, beverages and tobacco from 1960 to 1970, 7.9 percent for inedible 
materials and 5.8 percent for inedible fabricated materials, all higher 
than the average growth in the volume of exports in the previous decade. 


On the surface there would seem to have been little correlation 
between the rate of growth of Canada's exports in real terms and that of 
aggregate income measurements such as Gross National Product in real 
terms. Gross National Product in real terms grew in the post-war period at 
an average annual rate of between 4.5 and 5.0 percent whether exports were 
edging downwards or growing at 5 percent annual rates or at 9 percent 
annual rates. Moreover, there was a gradual slowing down in the rates of 
increase in most measures of productivity in the period, even though the 
rate of growth of exports was accelerating. 
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But it would be a mistake to come to this conclusion. The point 
is that the major exception was manufacturing, the industrial sector most 
affected by the expansion of trade in the 1960's. The annual rate of 
increase in output per man-hour in manufacturing has gradually strengthened 
in the post-war period from about 3.8 percent in the period from 1946 to 
1960 and around 4.5 percent from 1960 until the recession of 1974. This 
improvement in the rate of growth of manufacturing productivity was 
obscured in the aggregate productivity performance by the increasing 
importance of the service industries with their lower rate of measured 
productivity improvement. But there was also an apparent slow-down in the 
productivity increases in mining and forestry from the high rates of the 
(NOE 


The role of Canada's trade in this achievement in manufacturing 
is suggested by the fact that the growth of manufacturing exports helped to 
bring about an increase of 80 percent in manufacturing output in the 1960's 
compared to 52 percent in the 1950's. Manufacturing output destined for 
domestic markets rose at about the same rate in the 1960's as in the 1970's 
i.e. 50 percent, but that destined for foreign markets grew by about 350 
percent. 


It is not the sheer magnitude of any general increase in exports 
which is significant but where the increases have taken place. Separate 
Studies show that the average productivity of Canada's export-oriented 
manufacturing industries is somewhat higher than that of the domestic- 
oriented manufacturing industries. ASe Monge as athis remains “true, Fan 
expansion of exports should improve the overall productivity performance of 
the Canadian economy. 


1.4 GENERAL ORIENTATION OF CANADIAN TRADE 


International trade has the same fundamental characteristics as a 
domestic market transaction. It is an exchange of one kind of output for 
another with both parties to the transaction typically benefitting. 
Canada, like other major trading nations, has a quite diversified pattern 
of exports reflecting the nature of its natural endowment, its historical 
associations and its comparative advantage. Canada's large area, endowed 
with a variety of physical resources and a sparse population, means that in 
general it is a resource-surplus country. Canada therefore has long been a 
net exporter of most agricultural, forest and mineral resources although 
the relative importance of individual commodities has changed significantly 
over time. In 1960, well over 90 percent of Canada's commodity exports 
were still resource materials in crude or processed form. This earlier 
characteristic of Canada's trade is sometimes misunderstood as reflecting a 
primitive or low-technology economy. This is far from being the case. The 
resource products exported are the product of highly complex and advanced 
industrial processes involving the use of much capital, skilled labour and 
major inputs of science and technology. 
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In the sixties, another stage of Canada's international trade 
began with the sharp increase in exports of end products, i.e. goods which 
require no further manufacturing (other than assembly) before they may be 
used for their final purpose. This transformed the composition of Canada's 
exports from one in which only 8 percent of Canada's exports consisted of 
inedible end products to one in which by 1970 fully one-third was made up 
of this category. This proportion has remained relatively unchanged in 
nominal dollar terms in the 1970's but in real terms the proportion of 
Canada's exports in end-product form has continued to rise reaching a level 
of about 46 percent in 1977. 


The sharp increase in Canada's international trade in automotive 
goods associated with the Canada-United States autopact was a major factor 
in this transformation, but the increase in exports of end products other 
than automotive products has also been substantial. 


The end result of the changes that have taken place has been to 
give Canada a pattern of exports more diversified than at the beginning of 
the 1960's. Canada has now joined the other six major industrialized 
countries where export orientation is strongly toward the manufacturing 
sector although Canadian exports of manufactured goods have certain unique 
characteristics. 


Basically, the Canadian economy has a number of distinct 
features. In the food sector, it produces a surplus of grain which is 
exported, imports tropical food products and temperate fruits’ and 
vegetables in the off season while producing much of the food products that 
are required such as dairy products, meat and bread. 


In the area of durable and semi-durable goods, Canada produces a 
major portion of its requirements. The major consumer durable is the 
automobile where the two-way trade with the United States is vast. But 
household goods such as ranges, refrigerators and furniture are almost 


entirely produced domestically. A significant proportion of electrical 
products such as radios, record players and television sets are now 
imported. It is in the area of semi-durable goods that the major new 


import threat has emerged with substantial increases in the imports of 
clothing. 


A major portion of capital goods is imported although Canada also 
engages in a substantial export of capital equipment such as industrial 
machinery. On balance, Canada meets only approximately half of its 
expenditures for capital equipment from domestic sources. 


In the area of industrial materials, Canada is, of course, a net 
exporter but the two-way trade in such materials is substantial. This 
reflects the continental dimensions of Canada with one region of Canada 
exporting a particular industrial material while another region is 
importing it. 


1.5 CANADA'S GENERAL BALANCE OF TRADE 


Canada's international trade in the 1960's and 1970's has had a 
distinctive pattern, a surplus in commodity trade (with only two 
exceptions, 1960 and 1975) and a deficit on trade in services. This has 
typically produced a narrrow current account deficit, although a current 
account surplus was actually realized in three years in the early 1970's. 
In 1975, Canada entered a new period of relatively large current account 
deficits averaging somewhat over $4 billion in each of the last three years 
but these have been a smaller proportion of GNP than were Canada's current 
account deficits in the latter part of the 1950's. The recent large 
current account deficits largely reflect a significant increase in the 
service deficit. The increased deficits in the travel account and in 
interest and dividends have been the principal factors in this change (see 
Chart: 1irdandifablier 1.7). 


TABLE 1.7 
CANADA'S CURRENT ACCOUNT TRADE, 1960 TO 1977 


(Balance of Payments Basis) 


Total 
Commodities and Current Account 
Commodities ie Services Balance 
ere Trade a 
Wears Exports Imports Balance Exports Imports 
(millions of dollars) 

1960 dp Sz 5, SANG -148 eps) 8,448 chy A She 
1961 5, 889 Bp TALS 73 7,904 ih 8 32 -928 
1962 6,387 (5), 20S 184 8,548 Sy BIS -830 
1963 2 OZ Sea /s 503 ) , AUG 9,937 -521 
1964 8,238 Up DSU OM 10, 887 ik Stal -424 
1965 Sra > 8627 118 11,648 Ue US: = sO 
1966 LO 5 WAS INO), LOZ DRE 3) , OW a 1.6.2 -1,162 
1967 lp BSte LO, PAZ 566 U5, S03 US, 802 -499 
1968 WS 5 AAO) 12,249 Ay CGAL 17,464 Lp Sal -97 
1969 IS} , OS'S) Ie () Gat 964 TOR AS 207, 342 -917 
1970 UO p VA 13,869 3 O57 Pp PBZ 20,826 1,106 
WS 7A Mets de IS, SLe! 2p OZ 233, 0S.l DA MS PAY 431 
WS) A P20), LDS) Mk DAA i835) 7/ PS, ASS 25,809 -386 
OS 25,461 BIT UE 2 USS Skee TYE Bil G66 108 
1974 BOG el S10), SOX 1,689 AO), BSZ AVN 12 -1,460 
1975 313} yal th 33}, G2: -451 41,840 46,597 =A 57 
1976 Soko IL SZ 36, 198 17 SSE AVE Me SL 5300), Sa 2: -3,801 
1977 44,628 AN WAZ 2,916 54,181 ENS, SS -4,150 


Source: _ Sitatisieucs Canada 
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BALANCE OF PAYMENTS: CURRENT ACCOUNT 
Billions of Dollars 
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CHAPTER IT 


THE CHANGING COMPOSITION OF CANADIAN TRADE 


BY MAJOR COMMODITY GROUP 


iors 
CHAPTER II 


THE CHANGING COMPOSITION OF CANADIAN TRADE 
BY MAJOR COMMODITY GROUP 


2.1 INTRODUCTION 


Taking the increasing importance of foreign trade to the Canadian 
economy over the period 1960-1977 as given, this chapter provides an 
overview of the changing composition of merchandise trade by major 
commodity group. A description of the distribution of both exports and 
imports by value and by volume! over the period 1960 to 1977 is followed by 
a brief discussion of commodity trade balances over that period. Export 
and import price changes as displayed by base weighted price indexes for 
each of the major commodity groups are then examined, and this is followed 
by a brief discussion of corresponding movements in the terms of trade. 


2.2 SUMMARY 


In current dollars, the commodity distribution of Canada's 
1960 to 1977. The most notable changes were: (a) a steady rise in the 
share of finished manufactured goods (inedible end products) between 1960 
and 1969, a rise which was particularly pronounced between 1965 and 1969 
because of the implementation of the Canada-U.S. Automotive Products 


Agreement, and the maintenance of a constant share in the 1970's; (b) a 
decline in the shares of inedible fabricated materials and of agricultural 
products; and (c) a temporary rise in the share of inedible crude 


materials between 1972 and 1974 as a result of the rapid increase in oil 
prices but in general the maintenance of a constant share of the total. 
When the distributions are adjusted by excluding automotive and petroleum 
and natural gas products, there is still an increase in the share of 
finished manufactured goods (from 1960 ‘to 1969), but there is little 
evidence of a trend in any of the shares over the last ten years. 


The trends in the distribution of merchandise exports in volume 
terms are very similar to those in value terms in the 1960's, i.e. there is 
a sharp rise in the share of finished manufactured goods, —sharp declines in 
the shares of inedible fabricated materials and of agricultural products 
and a moderate decline in the share of inedible crude_materials. But the 
adjustment to volume terms substantially changes the trends in the 1970's 
showing a continuing rise in the importance of finished manufactured goods 
and a decline in inedible crude materials. 


1 In this chapter, volume refers to current weighted (Paasche) indexes | 
derived by deflating current values with base weighted (Laspeyres) price 
indexes. 
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On the import side, the distribution in current dollars differs 
from that for exports in that finished manufactured goods constitute by far 
the largest share of imports throughout the period. When imports of 
automotive and crude petroleum products are omitted, the (adjusted) share 
for finished manufactured goods displays a fairly strong upward trend, 
while the shares of each of the other groups show mild downward trends. In 
volume terms, as was the case for exports, there was a sharp and continuous 
increase in the share of finished manufactured goods throughout the period. 


Canada typically has shown trade surpluses in agricultural 
products, inedible crude materials and fabricated materials and trade 
deficits in inedible end products. Both the surpluses and the deficits 
have grown in nominal dollar terms because the dollar value of trade 
increased by about 700 percent in the period. What is equally important is 
that, relative to the total trade in the sector, the deficit in inedible 
end products has declined while the surplus in agricultural products has 
also declined. In other words, during the period the value of exports of 
inedible end products rose more rapidly than the value of imports while the 
reverse was true for agricultural products. On the other hand, the 
increase in the surpluses in inedible crude materials and fabricated 
materials was in line with the increases in trade turnovers in these 
sectors < 


As far as prices are: concerned, for both exports and imports, 
there are two features that perhaps stand out more than others. First, all 
prices rose much more rapidly from 1973 to the present than they did from 
1960 to 1972, reflecting the world-wide explosion in commodity prices led 
in magnitude by crude oil. Second, although the prices of finished 
manufactured goods shared in this acceleration, their increases were 
considerably muted compared to those for the other groups, and this 
resulted in a decline in the prices of finished manufactured goods relative 
to the prices of the other groups. This relative decline no doubt 
contributed to the more rapid growth in manufacturing trade noted in 
Chapter I. 


The movement of export prices relative to import prices is 
summarized in the terms of trade!. For all commodity groups combined, the 
terms of trade turned against Canada from 1960 to 1963, then moved in our 
favour over the rest of the decade, returning to the 1960 level by 1970. 
They continued to move in our favour until 1974 and have since turned 
slightly against us once again. Among the major groups, two notable 
features concern the terms of trade in inedible crude materials and 
finished manufactured goods. For inedible crude materials, the terms of 
trade moved steadily in Canada's favour from 1960 to 1968, turned sharply 
against us from 1970 to 1975 and then improved slightly in 1976 and 1977. 
For finished manufactured goods, the terms of trade remained relatively 
unchanged from 1960 through to 1974, deteriorated sharply in 1975 and then 
stayed about the same to 1977. 
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1 The ratio of export prices to import prices (see page 40) 
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2.3 DISTRIBUTION OF MERCHANDISE EXPORTS BY COMMODITY GROUP 
2.3.1 Export Distribution by Value 


There have been several significant changes in the commodity 
distribution of Canada's domestic merchandise exports over the period 1960 
to 1977. In general, the shares of merchandise exports accounted for by 
food and related products and by inedible fabricated materials have 
declined, that by finished manufactured goods (inedible end products) has 
increased, and that by inedible crude materials has remained about the same 
(See Tables 2.1 and 2.2 and Chart 2.1). The most striking features of this 
changing composition were: (a) the dramatic increase in the share of 
finished manufactured goods between 1965 and 1969, attributable to the 
massive shift in motor vehicle trade following the implementation of the 
Canada-U.S. Automotive Products Agreement in 1965; (b) the steady decline 
in the share of inedible fabricated materials over the whole period; and 
(ec) the sharp rise in the share of inedible crude materials betwen 1972 and 
1974, attributable to the rapid run-up in oil prices, followed by a gradual 
subsidence from 1975 to 1977. 


Finished manufactured goods showed a steadily increasing share 
from 1960 to 1965, rising from about_8/percent to just over 15 percent in 
that period. By 1969 this share had jumped to 36.8 percent of the total 
and has since declined slightly to the neighbourhood of' 35 )percent inwoTA. 
The share of automotive products jumped from 2.2 percent in 1964 (the year 
before the signing of the Autopact) to 24.3 percent in 1969 (see Table 
2.2). Since 1969 it has fluctuated in the 18 to 24 percent range, dipping 
when the U.S. economy slumped (1970 and 1974-75) and rising again when the 
U.S. economy recovered. The share of finished manufactured products other 
than automotive shows a gradual increase from 6.5 percent in 1960 to 11.5 
1 srcent in 1964 and has fluctuated between 11 and 12.5 percent ever since. 


In contrast to finished manufactured goods, the share of inedible. 
fabricated materials displayed a more-or-less continuous decline from(51.9) 
percent in 1960 to 30.4 percent..in_1975 with a slight recovery over the 
next two years to (34.3./percent inmelO/l. eSee: Table *2s2e@and i Chart 2416) 
From being by far the dominant commodity group, inedible fabricated 
materials has declined while finished manufactured goods has increased to 
the point where their contributions are on a par with each other at about 
one-third of total commodity trade in current dollar terms. 


The share of inedible crude materials in total merchandise trade 
displayed a moderate downward trend from 21.2 percent in 1960 to 18.1 
percent in 1972 and then took a sharp jump to 24.6 percent in 1974 thanks 
primarily to the so-called "oil crisis". The share has since dropped to a 
more "normal" level of 20.3 percent in 1977 (See Table 2.2 and Chart 2.1). 
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TABLE 2.2 


DOMESTIC MERCHANDISE EXPORTS 


PERCENTAGE DISTRIBUTION BY MAJOR COMMODITY GROUP! 


1960 - 1977 

Food, Feed Inedible Crude Inedible Finished Manufactured 

Beverages Materials Fabricated Goods 

& Tobacco Petroleum Materials (Inedible End Products) 

Total & Gas hae Total Automotive 

(percent) 
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Shares will not sum to 


100 percent because of the omission of special 


transactions which accounted for 0.2 to 0.4 percent of the total over the 


whole period. 


Including live animals. 
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CHART 2.1 
DOMESTIC MERCHANDISE EXPORTS 
PERCENTAGE DISTRIBUTION BY MAJOR-COMMODITY -GROUP 


1960 - 1977 
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2.3.2 Export Distribution by Volume 


The distribution of exports when the effects of price changes are 
allowed for, that is, the distribution of volume, and changes in that 
distribution differ from those involving current values in _ several 
respects. After closely following the trend in total export prices through 
the 1960's, the prices of finished manufactured goods, including automotive 
products, displayed a markedly lower rate of increase throughout the 1970's 
with a 45 percent rise between 1971 and 1977 compared to a 105 percent rise 
for all commodities combined (See Table 2.10). Consequently, unlike the 
share of trade measured in current dollars which, it will be recalled, 
showed a Slight decline over the 1970-77 period with or without automotive 
products included, the share of real trade accounted for by finished 
manufactured goods steadily climbed from 34.3 percent in 1970 to 46.1 
percent in 1977 (See Tables 2.3 and 2.4 and Chart 2.2). The impact of the 
Autopact is still quite evident in the volume data; however, it manifests 
itself more as a temporary acceleration in the steady upward climb of the 
real share of trade accounted for by finished manufactured goods rather 
than as a once-and-for-all increase in the share as appears to be the case 
with the share in current dollar terms. 


The decline in the share of inedible fabricated materials evident 
in the value data is little affected by the removal of the effects of price 
change (See Table 2.4 and Chart 2.2). But because of the relatively better 
price performance of finished manufactured goods, the latter has 
displaced inedible fabricated materials as the dominant contributor to 
commodity trade in volume terms. As one might expect, when the price 
effects are removed from inedible crude materials the sharp increase 
displayed by the nominal share in 1974 as a result of oil price increases 
is not reflected in the real share (See Chart 2.2) and the contribution of 
inedible crude materials to total real commodity trade displays a fairly 
consistent downward trend from 1960 to 1977. As far as the food group is 
concerned, as with inedible fabricated materials, the removal of price 
effects does not alter the general pattern displayed by the value shares as 
can be seen in Chart 2.2 


2.3.3 Distribution when Autos and Oil are Excluded 


At the beginning of this section, it was noted that two of the 
most striking features of the changing composition of Canada's merchandise 
trade were the dramatic increase in the contribution of automotive goods 
following 1965, and the sharp increase in the contribution of petroleum 
products in 1974. It is quite instructive to abstract from these two 
rather special factors and to take a look at the trade shares when 
automotive products and petroleum and natural gas are excluded as in Chart 
203K The single most notable feature of these adjusted shares is the 
absence of the strong downward trend evident in the unadjusted share of 
inedible fabricated materials (Chart 2.1). The implication is that the 
sharply increased share of automotive products in the total came at the 
expense of fabricated materials while having little impact on the evolution 
of shares going to food, crude materials, and non-automotive end products. 
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TABLES 223 
VOLUME INDEXES OF DOMESTIC MERCHANDISE EXPORTS 


BY MAJOR COMMODITY GROUP, 1960 - 1977 


CGT l=: 100) 
Food, Feed, Crude Fabricated End 
Beverages & Materials, Materials Products, 
All Sections Tobacco Inedible Inedible Inedible 
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Sources: Statistics Canada 

1) CANSIM MATRIX 3716 for years 1968-1977 (index 1971=100) 

2) Summary of Exports (Catalogue 65-002) 

Issues of December for 1970 and 1972 to 1974 for years 1967-73 
(index 1968 = 100) 
3) Trade of Canada. Volume I -—- Summary and Analytical Tables 
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(Catalogue 65-201) 


Issues of 1960-64 and 1966-68 for years 1960-68(index 1948=100) 
Department of Industry, Trade and Commerce (Economic Intelligence 
Group, Policy Analysis Branch) 
Laspeyres price indexes for 1948=100 and for 1968=100 linked to 


base year index 1971=100 


Paasche volume calculated by using Laspeyres price indexes on 


total values. 
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TABLE 2.4 


VOLUME OF DOMESTIC MERCHANDISE EXPORTS: 


PERCENTAGE DISTRIBUTION BY MAJOR COMMODITY GROUP 


1960 - 1977 

Food, Feed, Inedible Inedible Finished Manufactured 

Beverages and Crude Fabricated Goods 

Tobacco! Materials Materials (Inedible End Products) 

(percent) 
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2.3.3. Distribution When Autos and Oil are Excluded 


At the beginning of this section, it was noted that two of the 
most striking features of the changing composition of Canada's merchandise 
trade were the dramatic increase in the contribution of automotive goods 
following 1965, and the sharp increase in the contribution of petroleum 
products in 1974. It is quite instructive to abstract from these two 
rather special factors and to take a look at the trade shares when 
automotive products and petroleum and natural gas are excluded as in Chart 
Cee The single most notable feature of these adjusted shares is the 
absence of the strong downward trend evident in the unadjusted share of 
inedible fabricated materials (Chart 2.1). The implication is that the 
sharply increased share of automotive products in the total came at the 
expense of fabricated materials while having little impact on the evolution 
of shares going to food, crude materials, and non-automotive end products. 
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A second feature, which is evident in the unadjusted shares as 
well, but which is emphasized in the adjusted shares, is the general lack 
of any significant trend in any of the shares in value terms over 
approximately the last 10 years. The general conclusion is that the 
distribution of Canadian merchandise exports among major commodity groups 
in value terms has been basically very stable, and that it takes a rather 
massive structural change, such as occured in the auto industry and in 
energy... Coralter that distribution: 


In contrast, in volume terms, the evidence indicates a continuous 
shift in the distribution towards finished manufactured goods and away from 
all other commodities. The decline in the prices of finished manufactured 
goods relative to all other export prices implies that this shift in the 
real composition of exports arises not from demand shift but from the 
increased supplies of (relatively) lower cost technology intensive 
products. 


2.4 DISTRIBUTION OF_MERCHANDISE IMPORTS BY COMMODITY- GROUP 
2.4.1 Import Distribution by. Value 


As was the case with exports, there have been several significant 
changes in the commodity distribution of Canada's merchandise imports over 
the period 1960 to 1977. The distribution of imports differs from that of 
exports in that finished manufactured goods (inedible end products) 
constituted by far the largest share of imports throughout the 1960-1977 
period, whereas inedible fabricated materials represented the largest 
eontribution to total exports over the first half of that period,.and) then 
shared that position with finished manufactured goods over the latter half 
(See Tables 2.5 and 2.6 and Chart 2.4). Nevertheless, the change in the 
distribution of imports has been broadly similar to that in exports, to 
wit, the shares of merchandise imports accounted for by food and related 
products and by inedible fabricated materials have both declined, that by 
finished manufactured goods has increased and that by inedible crude 
materials has remained about the same (although the latter declined over 
the middle of the period). Again, the most striking features were: (a) a 
fairly dramatic increase in the share of finished manufactured goods over 
the middle of the period, attributable for the most part to the implemen- 
tation of Autopact, and (b) a sharp rise in the share of inedible crude 
materials between 1972 and 1975 attributable to the rapid run-up in oil 
prices as was the case for exports. 
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CHART 2.3 
DOMESTIC. MERCHANDISE EXPORTS 
a a rl i a a) 
EXCLUDING - AUTOMOTIVE. PRODUCTS _AND_PETROLEUM_AND NATURAL GAS: 


PERCENTAGE DISTRIBUTION BY-MAJOR-COMMODITY_GROUP 
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TABLE -2.6 
MERCHANDISE - IMPORTS 


PERCENTAGE -DISTRIBUTION _BY -MAJOR - COMMODITY GROUP 


1960_-_ 1977 
Inedible Crude Finished Manufact. 
Food, Feed. a2 Malerials= Inedible Goods Special 


Beverages & ~~ Petroleum Fabricated (Ined._End_Prod.) Trans- 
__Tobaceo! Total &-Natural_Gas Materials. Total Automotive actions 


10.6 13:30 25 | 24.4 49.7 10.6 heath 
10.9 W322 ye 24.1 50. | Share ete: 
10.6 132 4.9 23.8 50%.3 10.0 ea 
aes) 13.7 Dial 24.0 48 44 Lee (bod 
10.6 12.8 4.3 24.2 49.4 10.9 Cad 
8.9 lel S15) 24.5 5128 15720 Sig 
620 1Oee 5.20 (ae fe BO.5 leet Sc 
8.0 9.6 Boe 20.9 DI a 19.6 2.4 
7.4 Or 370 AT Gales 24 3 re 
[fee (ST 2.8 2026 62.9 eat | 1.4 
8.0 8.4 Sil!) 20a 61.8 Z2SeS i} ott 
7.4 G5 325 Ur 63.0 26.3 al 
a 8.2 S20 1Oee 64.0 26.4 es 
On Oni: 4.0 18.4 63.4 20.4 We 
68) 1250 sa58 20.4 yh) 2en5 0.9 
teal 14.7 Shes) lifes D922 23K, 0.9 
ai sks Set 16.6 60.8 24.9 i358 
(9 1265 fect Oe 61.8 26.9 eal 


necluding live animals. 


As with exports, it is instructive to look at the evolution of 
the various shares when automotive products and crude oil products are 
excluded. It will be recalled that when this was done for exports there 
were virtually no trends in the adjusted shares over the period 1967-1977. 
For imports the picture is a little different (See Chart 2.5) in that, even 
without automotive products, the contribution of finished manufactured 
goods shows a reasonably marked increase over the period, with the adjusted 
food share fairly constant and the shares going to inedible crude and 
inedible fabricated materials displaying moderate downward trends. 
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CHART.2.4 
MERCHANDISE IMPORTS: 


PERCENTAGE - DISTRIBUTION - BY -MAJOR- COMMODITY -GROUP 
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CHART.2.5 


MERCHANDISE - IMPORTS 


EXCLUDING - AUTOMOTIVE PRODUCTS -AND-CRUDE- PETROLEUM: 


PERCENTAGE _DISTRIBUTION-BY-MAJOR-COMMODITY-GROUP 
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TABLEV2s [ 
VOLUME INDEXES OF MERCHANDISE IMPORTS 


BY MAJOR COMMODITY GROUP, 1960 - 1977 


GV971 teul100 ) 
Food, Feed, Crude Fabricated End 
Beverages & Materials, Materials Products 
All Sections __ Tobacco Inedible Inedible Inedible 

1960 43.5 59 .8 HAS 50.0 S89 
1961 HY 3 62.9 {eee 500 Bons 
1962 46.1 64.2 76.0 Dalene! Se 
1963 46.4 60.0 80.7 535 Si.) 
1964 5255 Gia’ 85 .6 60.7 43.2 
1965 60.5 (5 S720 69.2 PilieD 
1966 6822 (OGe Sore aad 61.9 
~ 1967 (GS 86.0 89.9 74.9 (20 
1968 82.9 Sf. 94.9 Mes S126 
1969 93.1 99.8 HAST 93-3 93.1 
1970 90.7 99 .0 92.0 9252 89 .3 
1971 100.0 100.0 100.0 100.0 100.0 
1972 (ORS ORs) 109.4 ibe 5 11920 
1973 134.2 Zor 116.8 hese 142.1 
1974 142.1 126.4 109 .6 2.4 160: 7 
1975 134.1 126.4 M225 108.0 1543 
1976 141.4 143.6 106.1 M255 164.6 
CORT 139.4 AB2ie9 97.4 109.6 iC ORaL 

Sources: Statistics Canada 


CANSIM MATRIX 3681 for years 1968-1977 (index 1971=100) 

Summary of Imports (Catalogue 65-005) 

Issues of December for 1970 and 1972 to 1974 for years 1967-73 
(index 1968=100) 

Trade of Canada, Volume I - Summary and Analytical Tables 
(Catalogue 65-201 

Issues of 1960-64 and 1966-68 for years 1960-68 (index 1948=100) 


Department of Industry, Trade and Commerce (Economic Intelligence 
Group, Policy Analysis Branch) 


4) 


5) 


Laspeyres price indexes for 1948=100 and for 1968=100 linked to 
base year index 1971=100 

Paasche volume calculated by using Laspeyres price indexes on 
total values. 
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2.4.2 Import Distribution by Volume 


The removal of the effects of price changes from the distribution 
of imports produces results similar to those achieved with exports. The 
volume shares for food, feed etc., inedible crude materials and inedible 
fabricated materials all show moderate but steady downward trends (see 
Tables 2a7 ‘and 2.0%and Chant. --0)- In contrast, the contribution of 
finished manufactured goods to total real imports increased quite sharply 
from about 52 percent in 1963 to 73 percent in 1977. The bulge in 1974-75 
in the value share for crude materials is noticeably absent in the volume 
share as one might expect given the rapid increase in oil prices in this 
period. In addition, the increased trade in automotive products following 
1965 is reflected in the share of finished manufactured goods, but, as with 
exports, it is again displayed as a temporary acceleration in an otherwise 
strongly rising trend. 


TABLE 2.59 
VOLUME! OF DOMESTIC MERCHANDISE IMPORTS: 


PERCENTAGE DISTRIBUTION BY MAJOR COMMODITY GROUP 


1960 - 1977 
Food, Feed, Inedible Inedible Finished Manufactured 
Beverages & Crude Fabricated Goods 
Tobacco? Materials Materials (Inedible End Products) 
(percent) 
1055 14.0 ahs | 52.0 
Ohad 14.2 22.0 52.4 
1055 1ue3 22.8 52.4 
9.8 50 23.4 51.8 
9.0 eZ 230 Didi 
9.0 W2k5 23.4 55 al 
CED 142.0 2MieG 5837 
8.6 OAS 20m Oil 
leg 9.9 19.0 O32 
8.0 8.0 20R2 63.8 
Cre Ora 20.4 62.7 
Hie ‘aa 20 63.8 
eel 8.0 19.9 65.0 
ase ioe 1S3 67 201 
6.4 6.4 18.0 69.3 
6.8 6.9 sale LOG 
06296 | Ome ID 63 (ls2 
on 56 14.8 3.0 


Based on unpublished National Accounts data, Statistics Canada. 
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TABLE 2.9 
CANADIAN MERCHANDISE TRADE BALANCE, 
CUSTOMS VALUE BASIS INCLUDING RE-EXPORTS: 
1960 - 1977 


(millions of dollars) 


Years Food, Feed, Crude Fabricated End cial 
Beverages & Tobacco, Materials Materials, Products, Transactions 
Incl. Live Animals Incdible _Inedible Anedible_ oS ue, 
1960 410 380 1,419 7h PAEXY, -74 
1961 641 442 1,411 -2,282 -85 
1962 582 544 1,454 -2,382 ~108 
1963 690 538 1,579 =2 7218 -107 
1964 1,054 662 1,746 -2,458 -189 
1965 950 766 WO) -3,016 -237 
1966 12 934 LYALL =3,183 293 
1967 W173 1,054 17975 -3,212 -240 
1968 708 1,346 2,481 -3,000 =215 
1968S 423 1,388 Ze 335 -3,253 -153 
1970 785 1921 3,060 2,172 =127 
1971 975 1,950 2410 -3, 364 -135 
1972 981 2,030 3,128 -4,504 -154 
1973 1,218 3,028 4,107 =6,,059 -197 
1974 AES) 37139 4,446 -8,657 -204 
1975 17505 2,892 4,130 =O Or) -240 
1976 1,441 3,224 6,152 =9 51] S57, 
1977 1,274 37558 8,060 -10, 330 —346 
Source: Calculated using export and inport data from Trade of Canada publications, 


Statistics Canada. 
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2.5 COMMODITY. TRADE- BALANCES 


In order to better understand the contribution of various 
commodities to the overall merchandise trade balance, groups of commodity 
exports and imports are often added and substracted to obtain so called 
"trade balances" on a customs valuation basis (Table 2.9)!. 


As noted earlier, Canada's imports are heavily concentrated in 
the area of finished manufactured products (inedible end products), largely 
motor vehicles and parts. While Canada has greatly increased the share of 
finished manufactured products in total exports, it has not been enough to 
lower the traditional Canadian trade deficit in such products. The deficit 
has expanded by five times since the early sixties going from some $2.3 
bitiion towover $10 billion in 1977. At the same time, however, the 
deficit as a proportion of total trade in this group (exports plus imports) 
has declined significantly dropping from 74 percent of total trade in 1960 
to 22 percent in 1970, rising to 33 percent in 1974 and then declining 
again to 27 percent in 1977. While automotive imports have contributed to 
the rising deficit in finished manufactured goods, it has been the imports 
of other machinery and equipment, along with other end products, which have 
played a more important role. Further, the deficit sot $1-2 “billion” in 
automotive goods in 1977 was a combination of a surplus of $1.8 billion in 
motor vehicles including chassis, in association with a deficit of $3.0 
billion in automotive parts, including engines. As is well known, however, 
the growing surplus in vehicles has not been sufficient to offset the 
faster growing deficit in parts. 


In the sixties and seventies, trade in both automotive goods and 
energy materials clearly played an important role in Canadian trade. The 
changes noted above for automotive goods resulted from the implementation 
of the Canada/United States Automotive Products Agreement in 1965. In 
respect to energy materials, Canadian..exports of crude petroleum and 
natural gas in the early sixties were not sufficient to offset our imports 
of crude petroleum. As a result of the implementation of a National Oil 
Policy in 1961, however, Canadian exploration and production of petroleum 
grew rapidly, and exports of crude petroleum and natural gas exceeded 
imports of crude petroleum for the first time in 1964 while exports of 
crude petroleum alone exceeded imports by 1966. 


1 Such measures are not completely consistent with the annual balance of 
payments measures. To be so, a number of adjustments would have to be 
made to the customs data. These include timing adjustments to exports 
of crude petroleum, natural gas and wheat and to receipts and payments 
for capital equipment; the deduction of transportation changes 
included in the customs returns; and the reduction of import values 
calculated for customs duty purposes to values which reflect 
transaction prices. 
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In 1974, Canada's oil policy was changed to meet a changed energy 
situation and the re-evaluation of longer term trends in oil and natural 
gas reserves. Thus, in 1975, Canada again had a trade deficit in crude 
petroleum, going from a surplus of $774 million in 1974 to a deficit of 
$250 million in 1975. By 1977, the deficit in crude petroleum had reached 
$1,472 million, but the deficits since 1975 were more than offset by 
surpluses in natural gas which reached $2,029 million in 1977. Exports of 
crude petroleum to the United States are being gradually phased out and 
more and more domestic oil is being utilized in Canada, especially since 
the completion of the Sarnia to Montreal pipeline in mid-1976. Although 
the volume of natural gas exports to the United States was restricted 
somewhat in 1975, the existence of a short-term surplus has led to a 
moderate increase in shipments at higher prices. 


2.6 PRICES AND _THE TERMS _OF _TRADE 
2.6.1 Export Prices 


With regard to export prices, the years 1960 to 1977 can be 
divided into two very distinct periods (See Table 2.10). Up to 1972, the 
price measures for all the major commodity groups except food moved more or 
less together, with average increases in the order of 2.1 to 2.7 percent 
per year. Food prices jumped about 10 percent between 1960 and 1962 and 
then increased by another 8 percent or so between 1962 and 1972. 


As a result of world wide shortages in a wide variety of 
commodities, the prices of fiood, feedretc.. andmanedi ble ‘crudesmaverials 
soared after 1972. This in turn had an. impact on fabricated material 
prices and they also rose sharply following 1972, but. not. quite as 
dramatically as raw material prices because of the dampening influence of 
the slower growth in other input prices. By the same token, increases in 
the prices of finished manufactured goods also accelerated sharply from 
1973 onwards, but not as fast as those of fabricated materials, and with a 
lag - again there was the dampening effect of other input prices. 


in (975,04 the. prices .of,.food,..feed, .ctc...stanted tosdecline. and 
continued to decline to 1977. Inedible crude material prices, however, 
continued their upward march jprimarily, as. a result of rising oil, prices. 
Rising energy costs also continued to help propel the prices of fabricated 
materials and finished goods upwards. 


1960 
1961 
1962 
1963 
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TABLE 2.10 


PRICE INDEXES OF DOMESTIC EXPORTS BY MAJOR COMMODITY GROUP, 1960 - 1977 


G197 1 =7 100) 
Food, Feed, Crude Fabricated End 
Beverages & Materials Materials Products 
All Sections Tobacco Inedible Inedible Inedible 
S12 89.7 (120 82.4 78.3 
81.9 93D HET 9) 84. 80.9 
84.6 98.6 8125 S287 83.2 
85.0 98.2 82.8 83.4 84.1 
86.0 99.1 83.4 84.8 8525 
Sis 100.9 86.6 85.8 87 .0 
91.0 106.5 90.5 88.7 89.1 
92.8 10725 91.9 90.3 O15 
95.0 104.8 O4.1 93.7 BRS 
96.9 100.8 96.2 97.9 95.0 
99-3 Ole 3 99.9 100.8 98.1 
100.0 100.0 100.0 100.0 100.0 
108 <3 106.9 O15 104.4 101.9 
119.0 149.1 122e5 Ves LATE 104.2 
161.5 232.8 210.9 159.4 114.0 
181.0 228 .8 eblae 183.0 12007 
188.6 215.6 eld«3 188.8 134.2 
205: | 198.8 Bl 6ie5. 209 .6 144.7 


Source: Statistics Canada 


(1) CANSIM MATRIX 3716 for years 1968-77 (index 1971=100) 
(2) Summary of Exports (Catalogue 65-002) 

Issues of December for 1970 and 1972 to 1974 for years 1967-73 

(index 1968=100). 

(3) Trade of Canada. Volume 1 = Summary and Analytical Tables 

(Catalogue 65-102) 

Issues of 1960-64 and 1966-68 for years 1960-68 (index 1948=100) 
Department of Industry, Trade and Commerce (Economic Intelligence 
Group, Policy Analysis Branch) 

(4) Laspeyres price indexes for 1948=100 and for 1968=100 linked to 
base year index 1971=100 


2.6.2 Import Prices 


The year 1972 was a watershed for import prices just as it was 
for export prices (See Table 2.11). From 1960 to 1972 the price measures 
for finished manufactured goods and for inedible crude materials increased 
at a modest pace in the neighbourhood of 2.7 to 2.9 percent per annum. 
Although the prices of the food group had roughly the same overall increase 
in the period 1960 to 1972, the performance was much more erratic. They 
rose sharply between 1960 and 1963 and then declined to 1967. They then 
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rose 23 percent between 1967 and 1972, and shot up over 97 percent between 
19% 2) and? SO Unlike exports, import food prices did not decline in 
1975. They did drop in 1976 but rose sharply again in 1977. In contrast, 
the prices of inedible fabricated materials slowly decelerated between 1960 
and 1973, averaging increases of only a little over one percent per year. 
As with exports, the import prices of inedible crude materials took off in 
1973, together with food prices, and pulled the prices of fabricated 
materials and finished goods with them. Again, the increase in the prices 
of the latter was the smallest and occurred with a lag. 


TABLE 2.11 


PRICE INDEXES OF CANADIAN IMPORTS BY MAJOR COMMODITY GROUP, 1960 - 1977 


OTs = 1007) 
Food, Feed, Crude Fabricated End 
Beverage & Materials, Materials Products, 
All Sections Tobacco Inedible_ Inedible Inedible 
80.7 84.1 19a! 86.0 lie 
83.3 86.4 78.9 89.4 80.9 
86.9 89.4 82.2 92.8 6553 
90.4 iiZes 84.1 94.6 86.1 
91.4 lide 4 84.9 96.3 B72 
91.4 93H S75 98.4 88.4 
92.6 91.3 89.8 98.7 90.1 
93.4 SBn 7 89.3 99.3 9255 
95135 OTs 90.0 100.8 950 
97<2 92.0 94,3 TOOR3 Otna 
98 .5 OU 5 96.4 100.8 98.2 
100.0 100.0 100.0 100.0 100.0 
102.6 109 .2 1065 99.8 VO2eal 
a es 13255 130.6 21 TO59 
142.9 Amal 281.20 15891 tome 
TOS 183.3 342.6 A Ra iSO 
169 .6 We /, 30362 177.9 140.7 
ire Aloe 412.1 20579 156 
ce: Statistics Canada 


(1) CANSIM MATRIX 3681 for years 1968-1977 (index 1971=100) 
(2) Summary of Imports (Catalogue 65-005) 

Issues of December for 1970 and 1972 to 1974 for years 1967-73 

(index 1968=100) 

(3) Trade of Canada, Volume 1 - Summary and Analytical Tables 

(Catalogue 65-201) 

Issues of 1960-64 and 1966-68 for years 1960-68(index 1948=100) 
Department of Industry, Trade and Commerce (Economic Intelligence 
Group, Policy Analysis Branch). 

(4) Laspeyres price indexes for 1948=100 and for 1968=100 linked to 
base year index 1971=100 
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2.6.3 Canadian Terms of Trade 
2.6.3.1 Changes in the Terms of Trade 


The commodity terms of trade! turned against Canada from 1960 
to 1963, then moved continuously in our favour up to 1970 (Table 2.12). 
Following little change in 1971 and 1972, the terms of trade swung rapidly 
upward during the resourcés-price boom of 1973-74. Since then they have 
declined somewhat but are still well above the levels of the 1960's and 
early 1970's. Most of this decline occurred between the fourth quarter of 
1976 and the fourth quarter of 1977, at the time the Canadian dollar was 
undergoing a sharp depreciation. 


There is considerable variation in the indexes of terms of 
trade for the major commodity groupings. Since 1960 the most favourable 
terms of trade for Canada was in the food, feed, beverage and tobacco 
group. As wheat exports constitute a major proportion of this group, the 
eyclical nature of trading in wheat greatly influences Canadian terms of 
trade in food, feed, beverages and tobacco. The volume of Canadian wheat 
exports depends greatly on crop conditions in the Soviet Union and China, 
whereas price is influenced by the size “of the current -harvest and 
inventories in the major producing countries. From 1960 to 1972, Canada's 
terms of trade for commodities in the food, feed, beverages and tobacco 
group showed significant fluctuations reflecting the cyclical nature of 
foreign demand. In this period, the index varied from around 87 to 121. 
Poor harvests in 1972-73 in most producing regions generated unusually 
large price increases for wheat and other foodstuffs from late 1972 to 
1974. Thus Canada's terms of trade in food, feed, beverages and tobacco 
moved strongly upward in 1973 and 1974 to a peak of 135.3. Thereafter, 
good harvests and rising inventories of wheat resulted in considerable 


weakness in wheat prices. However, adverse climatic conditions in Brazil 
in mid-1975 and in Mexico and the United States in early 1976 resulted in 
higher prices for coffee, fresh fruits and vegetables. This, along with 


the reduced value of the Canadian dollar, caused import prices to rise 
rapidly while Canadian export prices for foodstuffs were declining. Asa 
result, the index of terms of trade declined to 92.4 in 1977. 


1 Terms of trade is a measure of the purchasing power of exports in 
terms of imports; when export prices rise relatively to import prices, 
the terms of trade improve. The usual measure of the commodity terms 
of trade is an index calculated by dividing an index of export prices 
by an index of import prices. 
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TABLE 2.12 


INDEX OF CANADA'S TERMS OF TRADE! 1960 - 1977 


Glia =e 00) 
Foodyereed, Crude Fabricated End 
Beverages & Materials Materials -Products, 
All Sections Tobacco Inedible Inedible Inedible 
100.6 10657 Oia 95.8 101.4 
98 .3 1082 98.7 91.4 100.0 
97.4 MOR 99.1 89.3 52) 
94.0 87 .4 oT ay 88.2 lear 
94.1 89.0 98.2 88.1 98.1 
oa yras) 108.4 99 .0 Oiiee 98 .4 
98.3 lopae 100.8 89.9 98.9 
99.4 es 102.9 90.9 98.9 
9955 lghecO 104.6 93.0 98.4 
Cel aff 109 .6 102.0 97.6 97.8 
100.8 99.8 10356 100.0 99.9 
100.0 100.0 100.0 100.0 100.0 
100;2-/ 97.9 06nS 104.6 99.8 
106.9 hl2eS 93.8 108 .6 98.4 
iis 20 1353 (oR. 100.8 98.1 
109%2 124.8 (eins: 1Csr2 93/50 
Tele 6 124.8 520 106.1 95.4 
106.6 92.4 16.28 101-28 9370 


ased on Laspeyres price indexes. 


From 1960 to 1968, the index of Canada's terms of trade in 
inedible crude materials moved steadily in our favour. From 1971 to 1975 


they moved sharply against us. This unfavourable shift in the terms of 


trade in the inedible crude materials group is related to the fact that 
imports of crude petroleum bulk large in the group total compared to a 
smaller proportion for exports of crude petroleum and natural gas. The 
sharp increase in crude petroleum prices in late 1973 had an adverse effect 
on Canada's terms of trade in inedible crude materials, and our terms of 
trade in this group deteriorated sharply from 93.8 in 1973 to 75.1 in 1974. 
There has been a slight improvement in 1976 and 1977. 


The terms of trade in the inedible fabricated materials group 
moved against Canada from 1960 to 1965 and then steadily in our favour up 
to 1972. The major sub-groups in the inedible fabricated materials group 
consist of such commodities as iron and steel, non-ferrous metals, 
chemicals (including fertilizers), wood and paper products... Prices for 
these products are set in international markets depending on economic 
activity in the major consuming countries. The upturn in economic activity 
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in 1971-73 took place in all major countries at about the same time. Most 
economies were operating at close to capacity and one of the results of 
strong international demand was that commodity prices, especially for 
primary and resource-based products - our major exports - escalated 
rapidly. Canada's terms of trade in inedible fabricated materials improved 
considerably in the period 1972 to 1974-75 and the ensuing upturn. 
Canada's terms of trade first weakened in 1974, turned in our favour in 
1975 and 1976, and then declined again in 1977. 


For finished manufactured goods (inedible end products), the 
terms of trade remained relatively unchanged from 1960 through to 1974. 
During the 1974-75 world-wide recession, Canada did not suffer to the same 
extent as in most other countries and imports continued to rise while 
exports declined. Import prices lagged behind export prices in the 
economic upturn in the early seventies and Canada's terms of trade did not 
decline until 1975. While there was some recovery in 1976 in line with 
improved export trade, there was a further mild deterioration in 1977 
largely as a result of the devalued Canadian dollar. 


2.6.3.2 Effect of Changes on Trade Balance 


The importance of the gains accruing to Canada as a result of 
favourable terms of trade are brought out in Table 1.1 (Chapter I). While 
Canada had a merchandise trade surplus in current dollars in the years 1961 
to 1975, in real terms, i.e. in constant 1971 dollars, Canada had a deficit 
also in 1965 and 1966 as well as all the years since 1975. With Canada's 
terms of trade down in the first quarter of 1978, the importance of 
maintaining a high volume of exports in relation to imports is quite 
clear. As noted earlier, the merchandise surplus in 
current dollars has been responsible for substantially offsetting Canada's 
large non-merchandise or services deficit in our balance of payments. 
Within the merchandise trade sector it has often been mentioned that Canada 
pays for its large trade deficit in end products with massive exports of 
resource-based products. While Canada's trade deficit in finished 
manufactured goods deteriorated from $9.1 billion in 1974 to just over $10 
billion in 1975-76 and to over $11 billion in 1977 (Table 2.9), the real 
deficit actually improved from $7.7 billion in 1974 to $6.4 billion in 
1977. Thus the volume of exports of finished manufactured goods rose 
faster than imports, but the worsening terms of trade in this commodity 
group resulted in a continuing deterioration in terms of current values. 
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CHAPTER III 


TRADE PERFORMANCE BY MAJOR INDUSTRIAL SECTOR 
IN RELATION TO PRODUCTION 


3.1 INTRODUCTION 


This chapter deals with Canadian trade performance by major 
industrial sector in relation to domestic production and Canadian market 
demand. The analysis is undertaken in a framework of industrial data based 
on the Standard Industrial Classification system. The commodity trade 
statistics, allocated to major industrial sectors such as agriculture, 
forestry, fishing and trapping, mining and manufacturing, are used to 
derive Canadian apparent domestic consumption by adjustments to gross 
output value. The commodity data are allocated to industrial sectors 
according to the degree of processing. For instance, refined metals are 
allocated to manufacturing rather than to mining since smelting and 
refining is a manufacturing process. Only mineral products which have not 
undergone any manufacturing process e.g. iron ore are allocated to mining. 


Within this system it is possible to calculate three basic ratios 
which link trade (exports and imports) to Canadian output and consumption 
and, over time, to indicate the underlying trends. The first ratio, the 
ratio of output to the Canadian market, shows the degree of Canadian self- 
sufficiency by industrial sector, and also indicates the available export 
surplus, the approximate balance in trade or output and consumption, and 
finally the import gap of the domestic market. Secondly, the ratio of 
exports to domestic output - export orientation - shows to what extent 
Canadian output is directed to markets abroad. Thirdly; the ratios of 
imports to domestic market indicates the dependence of Canadian consumption 
on imports. In addition, the measures of export orientation and import 
penetration in combination show the overall extent to which Canadian 
production and consumption are trade oriented, specialized and 
interdependent with production and consumption abroad. 


The sub-sections, therefore, trace the developments and the 
dynamics of Canadian trade in the broad sectoral structures indicating the 
effects of growth and major shifts in export/import performance, sector 
trade balances and trade orientation. 


The data in this chapter cover the period from 1965 to 1977. The 
laborious task of allocating the commodity trade data to the industrial 
sector groups has not been undertaken for the years before 1965. The 
1960-65 period saw a strong growth in exports of crude petroleum and of 
inedible end products both in automotive goods and others. It would appear 
that the trends identified in this chapter for the latter half of the 1960s 
were also true for the first half of the decade. 


= hes 


3.2 SUMMARY 


Manufacturing has played an increasingly dominant role in the 
structure and developments of Canadian trade during the last decade and a 


half. The agricultural and mining sectors contributed, and continue to 
contribute, substantially larger shares of Canadian exports than was true 
of imports. The ratio of production to domestic consumption of the 


products of the major goods producing sectors did not change a great deal 
over the period, though cyclical fluctuations in both domestic and foreign 
demand played a significant role in modifying the results during periods 
either of generally buoyant economic conditions (1965-1970) or of dampened 
demand (1974-75). 


The export orientation of the goods producing sectors increased 
from 19.3 percent in 1965 to about 27.3 percent in 1975 mainly due to 
increased export orientation of the mining and manufacturing sectors. The 
agricultural sector as well as fishing and trapping retained approximately 
the same degree of export orientation since the begining of the period, 
while the primary forestry sector's export orientation declined. 


At the same time, the Canadian economy also showed an increased 
gross dependence on imports. The import penetration of the Canadian market 
increased from 19.6 percent in 1965 to about 28.5 percent in 1975. Again, 
the source of the increased shares was mining and manufacturing with some 
contribution from the fishing and trapping sector. In the agricultural and 
forestry sectors, the ratios of import penetration remained relatively 
unchanged. 


. Thus, on balance, the Canadian economy between 1965 and 1975 
continued to maintain roughly the same degree of self-reliance on its goods 
producing sectors, but experienced a higher level of trade involvement and 
interdependence because of the mining and manufacturing sectors where 
greater rationalization and specialization in production was achieved. 


3.3 OVERVIEW 


There are a number of obvious similarities and differences 
between exports and imports (See Charts 3.1 and 3.2). The most striking 
similarity is the dominance of the manufacturing sector. Over the 
1965-1977 period, manufacturing accounted on average for 70.0 percent of 
total merchandise exports and 83.9 percent of imports. At the same time, 
Canadian exports received a much larger contribution from agriculture and 
mining (primary products) and consequently a smaller contribution from 
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CHART 3.1 


A. VALUE OF CANADIAN DOMESTIC EXPORTS* BY MAJOR SECTOR, 1965-77 


Per Cent 
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B. VALUE OF CANADIAN IMPORTS* BY MAJOR SECTOR, 1965-77 
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oe 
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A. VOLUME OF CANADIAN DOMESTIC EXPORTS BY MAJOR SECTOR, 1968-77 
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manufacturing in contrast to imports. Secondly, the larger export shares 
for agriculture and mining generated export surpluses in contrast to 
manufacturing deficits. Also, between 1965 and 1977, the export surplus 
producing sectors of agriculture, forestry, fishing and trapping and mining 
experienced a slower average annual growth in their exports than their 
imports. Manufacturing, however, realized a slightly higher rate of growth 
in its exports in relation to imports. 


3.4 EXPORT PERFORMANCE 


There were a number of changes in the structure of trade in the 
period 1965-1977. Agricultural exports accounted for 14.2 percent of 
exports in 1965 but declined to 7.0 percent in 1977 (See Table 3.1). A 
relatively rapid decline in the share of agriculture exports occurred 
between 1965 and 1969, followed by a gradual recovery from 5.6 percent in 
1969 to 9.8 percent in 1974. The recent declines in agriculture's share 
can be explained by weaker wheat prices; volume has increased. 


In mining, the gradual decline in export shares between 1965 and 
1969 was more a reflection of the rapid growth taking place in manufac- 
turing than anything in mining itself as mining exports continued to 
increase. From 1970 to 1972 mining export shares held their own, then 
increased in 1973 because of strengthening mineral prices, and again in 
1974 and 1975 due to increased energy (petroleum) prices. However, policy- 
induced petroleum export cut-backs in 1976 and 1977 again reduced the 
relative export share from 23.8 percent in 1975 to about 20 percent in 
1G. 


In 1965, the manufacturing share of exports was about 66.0 
percent but increased to 78.2 percent by 1969 due to the very rapid growth 
of automotive exports. Between 1970 and 1973, changes in the manufacturing 
shares were overshadowed by the relative gains in agriculture and mining, 
as the manufacturing share declined to 71.3 percent in 1973. The effects 
of oil prices and agricultural product prices (mainly wheat) in 1974 and 
1975, combined with a cyclical downturn in demand for manufactured 
products, reduced the manufacturing share to about 65 percent. This share, 
however, increased in 1976 and 1977 to 68.3 and 71.0 percent respectively 
with the recovery in foreign demand and renewed strength in manufacturing 
exports. 


ete 


*Hutpunozr 03 enp [e}03 o}\ppe jou Aew swazrI Zz 


shire iA €°9T S*9T E79T 9°bT Z°9T y°9T 
SECUL Lee'y B6T‘E 998'2 LS9‘z T60‘Z CEr A S08’T 
v°0 S*0 9°0 $0 G0 9°0 9°0 9°0 
eT 8TT 80T Le 68 06 z8 L9 
220 0 Z°0 es) v0 €°0 r°0 S*0 
6b Te pe LY L9 Th SS 9S 
8°6 0°6 Z°8 C23 Say) 9°S ar T° OT 
S90‘'E GTZ’ 2 $09'T ber’ T TOC" T S08 6T0‘T 600% 
VL6T EL6T ZLOT TL6T OL6T 696T 896T L96T 


(uoTINGTu4STp eSequeoued ‘sueTTop Jo suoTTT{TwW) 


LL6L - S96L HOLOYS YOrWW AG SLYOdXa pOILSaNod NVIGVNVO 


tc dV 


PpapnTouT Jou sAxodxe-sy TT 


0°00T 
EEOC OT 
0°49 
8PL’9 
0°9T 
WU uee 


Lied 


$ 


$ 


zTP30L 


Butanqzoejnuey 


Bututyw 


Bbutddeazy 


3 Butystd 


KRIDSOLOT 


erznqtnotszby 


Some 


3-5 IMPORT PERFORMANCE 


The Canadian import structure over the 1965-1977 period is shown 
invlable;: 3.2. Imports of primary agricultural products, including fruit 
and vegetables, occupy a much smaller share than do exports of similar 
products. From 1965 to 1977, the share declined from 3.2 percent to about 
2.2 percent. Forestry and fishing and trapping held very small and 
unchanged import shares throughout the period. 


Mining, with an import share of 7.5 percent in 1965, followed by 
a declining trend to 5.0 percent in 1969, subsequently increased its share 
to 6.1 percent in 1970, then gradually to 6.4 percent in 1973. However, 
from 1974 on, the mining share of imports reflected increased oil and coal 
prices which increased the share 4 to 5 percentage points above previous 
levels. By 1977, mining's import share had reached 10.7 percent. 


Manufacturing's share of imports increased from 80.8 percent in 
1965 to 88.1 percent in 1969 mainly due, as with exports, to the 
Canada-United States Automotive Products Agreement. From, 1970 “to 973, 
manufacturing's share changed only a little and held in the range of 86.5 
to 87.5 percent. Energy pricing (crude oil) and the effect it had on 
increasing the mining share of imports reduced the manufacturing share to 
80.6 percent by 1975. However, in 1976 and 1977 gradual increases in 
manufactured imports brought the share up to 81.8 and 83.1 percent 
respectively. 


3.6 THE DYNAMICS OF SECTOR TRADE PERFORMANCE 
3.6.1 Sector Growth 


The data for the period 1965 to 1975 reveal that agricultural and 
manufacturing output, expressed in current dollars, advanced at almost the 
same pace as the total output from the goods producing sector at slightly 
above 10 percent per annum. Growth in forestry and fishing and trapping 
production was 7.6 percent and 5.5 percent respectively and notably below 
the growth rate of production in the goods producing sector as a whole. 
Mining output, however, experienced much higher growth at 14.2 percent. 
Over the same period, both exports and imports grew faster than output at 
14.3 and 14.8 percent respectively. The increasing trade involvement in 
both exports and imports was most apparent in mining and manufacturing and 
on the import side in fishing and trapping (Table 3.3). 
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The data also indicate that, for mining and manufacturing, total 
demand increased at a faster rate than the domestic market and thus 
supported trade growth. In addition, higher rates of growth in the 
Canadian market in relation to output in all sectors but mining contributed 
to slightly higher import growth. 


3.6.2 Sector Trade Balances 


The data in Table 3.4 clearly indicate to what extent the various 
sectors produced an export surplus or opened an import gap. Except for 
forestry, the primary sectors of agriculture, fishing and trapping and 
mining show substantial export surpluses throughout the period 1965-1975. 
A small import gap opened in forestry in 1972 and is accounted for by 
enlarged imports of non-indigenous species of wood in the round for 
manufacture of veneer, panel products and furniture, and by reduced exports 
of pulpwood and chips as a result of provincial policies. 


The large manufacturing sector, however, shows a long standing 
import gap averaging about 2.5 percent of the Canadian market, and varying 
with demand and competitive conditions existing in external markets. In 
1970, manufacturing trade had an exceptional surplus. In wathav year, 
relatively depressed demand conditions at home were accompanied by reduced 
imports but export sales continued to increase and exceeded imports by a 
small margin. At the other extreme, in 1975 a cyclical decline in foreign 
demand reduced our export growth while manufacturing imports, due to the 
strength of domestic demand generally and for investment goods in 
particular, continued their growth and resulted in a significantly enlarged 
deficit. 


In the period 1965-1977, the manufacturing deficit rose from $1.2 
billion in 1965 to $2.7 billion in 1977 (see Table 4.1). At the same time, 
however, the deficit in 1965 represented 9.4 percent of manufacturing trade 
"turnover" (exports plus imports) and in 1977 about 4.1 percent, which 
would suggest that, in relative terms, the manufacturing deficit has in one 
sense improved even though it has increased in nominal dollar terms. 


3.6.3 Export Orientation and Import Penetration 


In total, the export orientation of goods production increased 
notably faster between 1965 and 1970 than in the more recent period as 
shown in Table 3.5. This resulted from increased shares of production sold 
abroad in the manufacturing and mining sectors, despite declining shares 
exported from agriculture. Forestry and fishing and trapping remained 
relatively stable in their export trade performance. As indicated earlier, 
the Canada-U.S. Automotive Trade Agreement contributed the main thrust to 
manufacturing exports in this period. From 1970, however manufacturing 
shares stabilized and declined in 1974 and 1975 due in part to demand 
conditions abroad and in part to the completion of the transition phase in 
the realigned automotive industry. The export shares of mining production 
continued to advance, moderately in 1971 and 1972 but very sharply in 1974 
due to the sharp increases in crude oil prices. Agricultural exports 
increased their export orientation in this period although it fell off 
somewhat in 1975 as wheat prices declined. 
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TABLE 3.4 
GOODS PRODUCING SECTORS! 


OUTPUT VALUE IN RELATION TO __ CANADIAN MARKET 


Fishing and 


Total Agriculture Forestry Trapping Mining Manufacturing 
Ae B3 
99.6 124600 102% 0 152.8 132.8 96.0 96.5 
100.2 130:43 102.5 142.8 136.6 96.3 96.9 
99.6 12070 102%a) 147.7 13852 96.4 97.3 
10d4 3 Tihs. $9 1042.3 15525 145.2 97.8 98.9 
OG a3 109.9 100.7 158.7 146.0 97.4 98.7 
104.2 120.6 10253 153789 159.9 100.2 HO. 5 
102.8 126.8 100.9 hen we 156.9 98.3 99.8 
LO. T2621 99 .0 154 7, 15% 96.7 98.1 
104/56 123%0 99.1 135.8 15578 96.3 97.8 
99.8 Sie, 99.2 13305 154.0 93.6 06 <2 
98.1 125 3/ 99.1 13028 135.0 92.7 94.3 
95.0 96.3 
96.3 97.6 
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Canadian market calculated using data for domestic exports and for imports 
on a customs value basis. 


Canadian market calculated using data on a balance of payment basis for 
total exports i.e. including re-exports and using data on a balance of 


payments basis for imports. 
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It should be emphasized that all of the comments made on 
exports and export orientation with regard to a particular sector refer to 
the direct exports of the output of that sector. The data for a particular 
sector do not include output used as inputs by another sector (most notably 
manufacturing) which are subsequently exported as part of that sector's 
output. This point is particularly important with regard to the primary 
sectors of which forestry is probably the best example. The trade data 
(direct exports) show the export orientation of forestry as averaging 3.0 
percent over the period under review (Table 3.5). One might conclude from 
this that foreign trade is not very important to our forestry industry, but 
such a view would not in fact be justified. Data on indirect exports are 
unfortunately not available for the entire period under review, but 
Statistics Canada's Structural Analysis Division has prepared a _ study, 
based on their input/output model, which does provide such data for 1971. 
For direct exports, the StatCan study shows an export orientation of se 
percent for forestry in 1971 (compared to our 2.9 percent). The study also 
shows that an additional 65 percent of forestry output is exported 
indirectly as part of the exports from other sectors. Obviously foreign 
trade is extremely important to our forestry industry even though they are 
not heavily engaged directly in that trade. 


The import penetration of the Canadian market increased gradually 
over the entire period from 19.6 percent in 1965 to 28.5 percent in 1975 
(See Table 3.6). In general, the import shares of the domestic market were 
less than 3 percent for forestry and up to 10-12 percent for agricultural 
products and fishing and trapping. The highest rates of domestic market 
penetration at this level of aggregation show up in the mining sector 
followed by manufacturing. While mining also exhibits very high export 
orientation and traditionally earns an export surplus, it nevertheless is 
very dependent on raw material imports, especially for metal and mineral 
ores, concentrates and fuels not in abundance in Canada, or in certain 
areas of Canada. Examples are bauxite, phosphates, coal and crude oil. 
Historically, overland transportation for coal and crude oil has acted as 
an economic barrier to the higher utilization in the East of domestic 
resources from the West and tended to encourage both exports and imports. 


Over time, import penetration in mining was about 27.0 percent in 
1965 changing moderately up to 1973. Table 3.6 shows the cyclical effects 
in 1969-70 when domestic demand reduced import dependence to somewhat lower 
levels, and 1971-1973 when economic activity accelerated. In 1974 and 
beyond, import penetration increased sharply from 29.1 percent in 1973 to 
46.9 percent in 1974, reflecting substantial increases in petroleum and 
coal import prices. As a result, in 1975 the mining sector showed roughly 
a half of domestic market requirements being served by imports, and 
exceeding the manufacturing sector import penetration by a sizeable 20 
percentage points. 
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TABLE 3350 
GOODS PRODUCING SECTORS! 
EXPORT ORIENTATION 


Fishing and 


Total Agriculture Forestry Trapping Mining Manufacturing 
1965 19 <3 2002 44 37.6 45.0 16.6 
1966 Ate 20.4 4,3 Sais U7 2 1624 
1967 Zak ae 4.1 34.4 NTA 20.4 
1968 24.0 19.8 378 27.6 50.8 230) 
1969 Ou. 1536 LES 41.1 47.5 a4 4 
1970 Bie. 24.6 4. 38.0 51.9 26.2 
1971 20 sf 2023 2.9 38.0 baal 258 
1972 21.0 Ep a) 156 40.6 56.6 25: 
1973 27.8 eal ras, Liew 32.4 54.6 26.4 
1974 28.5 Biled: 1.6 32.8 65.5 OUEST, 
1975 else BLOM: te 35.8 62.9 CooL 
1976 25.8 
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TABLE 3.6 
GOODS PRODUCING SECTORS! 
IMPORT PENETRATION 


Fishing and 


Total Agriculture Forestry Trapping Mining Manufacturing 
1965 19.6 823 ree 5) 4.7 20.0 20.0 
1966 20.5 8.0 1.9 3.3 2179 Za ioe 
1967 22.9 8.2 220 Sil) 26.9 Case 
1968 2309 tel 2n0 4.2 28.6 ees 
1969 Abies! 7.4 128 6.5 234 26.4 
1970 24.9 9.1 19 4.6 2625 26541 
1971 24.6 9.1 a0) 6.0 29.6 26.6 
1972 Orel Orn rast Oi 31.8 20211 
1973 26.6 1072 Cal Be 29.1 29.2 
1974 201, ‘Paes 2.6 1055 46.9 29.5 
1975 28 .5 O05 250 1426 49.6 rede Ves 
1976 295 
1977 BOr 
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In manufacturing, import penetration increased steadily from 20.0 
percent in 1965 to 29.2 percent in 1973. Again, the Canada-U.S. Automotive 
Products Agreement, which stimulated rationalization of North American 
automo-bile production and the two-way trade of automotive goods, was 
mainly responsible for this trend. From 1973 ‘to 1977, the import 
penetration of the Canadian market for manufactured goods stabilized and 
increased only slightly to 30.7 percent in 1977. 


In summary, the measures of export orientation and import pene- 
tration at the overall level of goods producing trade reveal an increasing 
propensity of these sectors to trade. The gradually rising proportions of 
output exported, as well as higher shares of domestic consumption served by 
imports, indicated continuing specialization in production and inter- 
dependence with our trading partners. 


CHAPTER IV 


MANUFACTURING TRADE PERFORMANCE 


IN RELATION TO PRODUCTION 
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CHAPTER IV 


MANUFACTURING TRADE PERFORMANCE 


IN RELATION TO PRODUCTION 


4.1 INTRODUCTION 


The previous chapter dealt with the trade performance of the 
major industrial sectors of the Canadian economy including manufacturing. 
This chapter looks at manufacturing and its significant major groups, and 
relates the trade performance to output (shipments) and the Canadian market 
(apparent consumption) in a similar fashion, but at a lower level of 
aggregation. The weight of both manufacturing production and trade clearly 
demonstrate the importance of manufactured products to the overall Canadian 
trade performance. Similarly, several key industry groups’ within 
manufacturing play a major role in the manufacturing structure and its 
dynamic development. 


The second section of this chapter is devoted to the 
manufacturing sector as a whole, while the third section contains an 
analysis of the trade measures and retains a group specific focus. In the 
first section, the data are on a balance of payments basis! so that the 
manufacturing trade balance (surplus or deficit) could be related to the 
total merchandise trade balance using the generally accepted format. In 
the remainder of the chapter the data are retained on the customs basis, 
but the commodities have been regrouped and allocated to the SIC industry 
groups so that the trade data could be related to domestic production and 
shipments in the standard industrial classification framework. 


— een ae 2 ee 
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1 Merchandise trade data are classified by commodity and valued on a 
"customs basis". In order to make the trade data consistent with the 
other financial flows in the balance of payments, Statistics Canada make 
certain adjustments to the trade data (see Footnote 1, p. 36, Chapter 
is) For the purposes of this first section, these adjustments were 
allocated to the major industrial sectors and those for manufacturing 
are shown in Table 4.2. 


2 Because of differences in concept, valuation and coverage, such a 
regrouping can only provide approximate correspondence between the trade 
data and the production and shipment data. In most cases such 
approximations are quite satisfactory, while in others, e.g. non-ferrous 
smelting and refining, they are quite unsatisfactory. In addition, the 
trade data represent unduplicated values while shipments contain varying 


degrees of double counting. For this: and ‘other “reasons, trade™will 
generally be understated relative to domestic shipments. 
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4.2 MANUFACTURING TRADE AS A WHOLE 
4.2.1 Balance of Payments Basis 


The manufacturing sector, on a balance of payments basis, had a 
turnover of $66.3 billion in 1977, $31.8 billion for exports and $34.5 
billion for imports, andma deficit ‘of “$2-7M@billion on the trade balance. 
During the period 1965 to 1977, manufacturing exports increased by 15.2 
percent per annum and imports by 14.2 percent. 


The export orientation of manufactured products rose from 17.2 
percent in 1965 to 29.0 percent in 1977. At the same time, the import 
penetration of manufactured imports in the Canadian market advanced from 
20.1 percent in 1965 to 30.7 percent in 1977. These developments indicate 
an increased trade involvement, interdependence and specialization of 
Canadian manufacturing over the period. 


. The ratio of shipments to the Canadian market, which displayed an 
import gap of 3.5 percent for manufactured goods in 1965, also slightly 
improved as it reached 97.6 percent in 1977 and closed the import gap to 
2.4 percent. Within the period 1965 - 1977, the ratio of shipments to the 
Canadian market gradually improved to 1970, when it showed a small export 
surplus, then declined to 94.3 percent by 1975 due to the international 
recession, but resumed an ascending trend in 1976 and 1977 with the 
recovery of external demand. 


Tables 4.1 and 4.2 show the adjustments that have been made to 
the customs value data to arrive at the balance of payments data. Chart 
4.1 shows certain relevant ratios also on a balance of payments basis. 


4.2.2 Customs Value Basis 


Manufacturing trade on a customs basis reflects very similar 
trends, ratios and growth rates to the balance of payments measures. One 
major difference lies in the manufacturing trade deficit which, on a 
customs basis, is moderately higher throughout the period. Also, the 
adjustments made to convert the data from a customs basis to a balance of 
payments basis tend to affect the levels of exports to a greater degree 
than imports and are somewhat more significant in the more recent period in 
comparison to the sixties. 


The analysis of the major groups within manufacturing (20 major 
SIC groups) reveals a high concentration of exports in five major groups 
accounting for roughly 80 percent of all manufactured products sold abroad. 
These are: the pulp and paper, primary metals, food and beverages, wood 
products and transportation equipment industries. The high concentration 
of manufacturing exports for this latter group continued throughout the 
1965 - 1977 period but its structure changed dramatically due to the very 
dynamic nature of the transportation equipment group as a result of the 
Canada - United States Automotive Products Agreement. Exports in-.this 
group increased from 10.4 percent of total manufacturing exports in 1965 to 
35.5 percent in 1977 while recording a very rapid 27.0 percent average 
annual rate of growth over the period. 
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Tables 4.3 to 4.5 show the value, distribution and growth in the 
major sales indicators for each of the industry groups. 


Manufactured product imports were somewhat less concentrated than 
exports with only the transportation equipment group and the machinery 
industries having larger than a 10 percent share of manufactured imports. 
These two groups accounted for 40 to 50 percent of manufactured imports 
over the period. Chemicals, electrical and electronic products and 
miscellaneous products industries together held an additional 20 percent 
share. The structural changes in manufactured imports were less pronounced 
than for exports, though the import share of the transportation equipment 
group increased from about 20 percent in 1965 to close to 35 percent in 
1977, again due primarily to the Canada-U.S. Automotive Products Agreement. 


At the level of total manufacturing, the derived trade measures 
indicate that the import gap for manufactured products is of the same order 
of magnitude in 1977 (3.7 percent) as it was in 1965 (4.0 percent). During 
the period, the import gap fluctuated due to competitive and cyclical 
demand factors abroad and in the Canadian market. 


At the major group level, great variations are apparent in a 
relative improvement or deterioration in the ratio of shipments to the 
Canadian market. Notable improvements were shown by the transportation 
equipment, wood products and pulp and paper, primary metals and petroleum 
and coal product industries. Six groups had unchanged positions in 1977 
relative to the 1965 base. These include tobacco products, machinery and 
non-metallic mineral product industries, textiles, printing and publishing 
and metal fabricating industries. Significant deterioration in this ratio 
and, hence, in the development of a large import gap, took place in 
knitting, leather and miscellaneous manufacturing groups where the ratio of 
shipments to the Canadian market declined by 18 to 24 percent in the 1965 - 
1977 period. Other sectors experienced relatively smaller drops in this 
ratio, i.e. a less significant increase in the import gap. 


Generally, the measures of export orientation and import 
penetration increased during the period. This indicates a greater trade 
involvement of Canadian manufacturing production with the export/shipment 
ratio rising from 16.6 percent in 1965 to 28.1 percent in 1977. Import 
penetration of the Canadian market increased from 20.0 percent in 1965 to 
30.7 percent in 1977. This resulted-in only a slightly changed ratio of 
shipments to the Canadian market between 1965 and 1977, and it could be 
concluded that the rise in export orientation for manufactured products was 
just about offset by the advance in import penetration at the level of 
total manufacturing. 


At the major group level, the less than proportional changes in 
export orientation and import penetration are reflected in the ratio of 
shipments to the Canadian market and led to relative improvements, no 
change or deterioration in each group as indicated above. It should be 
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noted that the greatest change in export orientation and import penetration 
was shown by the transportation equipment industries, where export 
orientation rose from 15.2 percent in 1965 to 73.1 percent in 1977, and 
import penetration advanced from 30 percent to 75.1 percent in the same 
period. Only two sectors, primary metals and petroleum and coal products, 
realized a decline in import penetration for their products. 


The comparisons of current dollar and constant (1971) dollar 
measures, both for total manufacturing and for the major groups, reveal the 
effects of relative price developments during the period 1968 to 1977. 
Overall manufacturing prices in Canada increased 7.3 percent per annum. 
The highest advance was experienced by the petroleum and coal product group 
of industries at about 11.8 percent annually. The lowest price increases 
took place in knitting products, at 2.6 percent, followed by products of 
the transportation equipment industries, at 4.2 percent, and textiles and 
tobacco products at 4.4 percent per annum. Wood, paper and primary metal 
products advanced at above average rates and in the order of 8.2 - 8.5 
percent per annum. 


Export prices for manufactured goods were about in line with 
those for domestic shipments but almost a percentage point per annum more 


than import ‘prices over the period 1968 -° 1977. This indicates an 
improvement in the terms of trade for Canadian manufactured products in the 
period. However, it was observed that for several sectors the terms of 


trade deteriorated. Notably improved terms of trade were shown by the pulp 
and paper industries, in metal fabricating, non-metallic mineral products 
and chemicals. A worsening in the terms of trade was noted for food and 
beverages, clothing, furniture, printing and publishing and the large 
transportation equipment group. 


Among the major groups, slower export price increases relative 
to the domestic market prices prevailed for clothing, furniture, printing 
and electrical and electronics industries. These price changes indicate 
increased competitive conditions in the manufactured product market and a 
reduced incentive for the industries to export. On the other hand, several 
major groups realized export price growth markedly above the domestic price 
trends. The knitting, tobacco, non-metallic mineral products and chemicals 
had average annual rates of growth for export prices about 3 - 4 percent 
higher than domestic market price changes. 


The main result of adjusting the data for price change is the 
exposure of real rates of growth for the 1968 - 1977 period. inereal 
terms, stronger than average growth in the 1968 - 1977 period was 
experienced by transportation equipment, petroleum and coal products and 
rubber and plastics where shipments increased between 6 - 7 percent per 
annum. Other groups, sharing growth of 4.5 - 5.0 percent, were machinery, 
knitting, wood products, chemicals and miscellaneous industries. Below 
average growth in production was realized by leather products, primary 
metals, clothing, furniture as well as by food and beverages. To some 


eG. 


extent, the relative differences in sector price movements modified the 
structural shifts displayed by the nominal values. In general, though, the 
conclusions remain quite similar. At the same time, the price effects in 
the manufacturing sectors have not affected to a great extent the 
calculated measures of shipments/ Canadian market, export orientation and 
import penetration. 


4.3 MANUFACTURING TRADE BY MAJOR INDUSTRY GROUP 
4.3.1 Ratio of Shipments to Canadian Market 


The trade measures for the industry groups within manufacturing 
(see Table 4.6 and 4.7) clearly indicate that numerous inter-industry 
shifts have occurred and reflect improvements, no change or deteriorations 
in industry group positions. This is in contrast to overall manufacturing 
where the ratio of shipments to the Canadian market was of the same order 
of magnitude in the two terminal years of the 1965 to 1977 period. 


In Table 4.6, the major manufacturing groups are ranked according 
to the average (1965-77) ratio of shipments to the Canadian market. At the 
same time, the table clearly indicates the groups which, over the period, 
were export oriented and contributed export surpluses to the overall 
manufacturing balance. This includes paper and allied industries, wood 
products, primary metals and food and beverage industries. Other major 
groups in manufacturing show import gaps for their products which increase 
in the descending order of the major groups shown in Tables 4.6 and 4.7. 
As can be readily observed, the order or status of the export oriented 
sectors did not change over time, while the ratio of shipments to Canadian 
market increased from 1965 to 1977 for all except the food and beverage 
group. The improvement was of the order of 8 - 12 percent increase in the 
ratio of shipments to Canadian market. 


Those industry groups which changed relatively little over time 
in their ratio of shipments to Canadian market include machinery 
industries, tobacco products, textiles, metal fabricating and printing and 
publishing industries. An examination of this measure over time for these 
groups also shows relative stability and only a small cyclical influence of 
demand. 


A relative deterioration in self-sufficiency in the order of 3 - 
6 percent between 1965 and 1977 can be noted for the food and beverages, 
furniture, clothing and rubber and plastic product industries. These 
groups experienced a notable decline in their ratio during the last 
(1974-75) demand recession but improvements in it to 1977 are also evident. 


EEeok 
TABLE 1.6 
RATIO OF SHIPMENTS/CANADIAN MARKET 


BY MAJOR MANUFACTURING GROUPS 


1965 - 1977 
1965-1977 % Change 
Average 1965 1977 1977/1965 
(percent) 

Manufacturing 95.9 96.0 96.3 0.3 
Paper & Allied 193.6 1S8teal 204.6 9.4 
Wood Products 155el Vee UW SYA: ba25 
Primary Metals 133.6 128.4 138.9 8.2 
Food & Beverages 101.4 10328 100.9 =200 
Tobacco 99.3 99.0 99.2 0.2 
Petroleum & Coal Pr. CH Ae 89.7 98.9 10.3 
CGrothing O5mal 97.0 92.4 ano 
Furniture 95.0 96.6 925¢e aN AS 
Transportation Equip. 91.5 8225 92.6 1262 
Non-Met. Min. Prod. 90.7 90.0 91.1 ee 
Metal Fabricating 89.9 90.4 89.9 5066 
Printing & Publishing 88.1 88.1 87.6 =086 
Chemicals 86.0 84.4 86.3 233 
Rubber & Plastics 84.6 89.9 84.2 23 
El. & Electronics SOn5 86.3 eS =13a% 
Textiles 78 4 Theis Tome -0.1 
Leather Tome 90.2 69.9 =2205 
Knitting 75.6 930 Omi aon ts 
Miscellaneous 60.0 Offence 55.1 =iS20 
Machinery 51.3 50.4 50.7 0.6 
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TABLE 4.7 
MANUFACTURING BY MAJOR GROUP 
RATIO OF SHIPMENTS/CANADIAN MARKET 1965 - 1977 


Average 
1965-77 1965 1966 1967 1968 1969 1970 


——asae=s i“ saEpeeep jcaueespey 229 Supp 000000 eee 


(percent) 

Manufacturing O579 9020 9623 e964 97. Seto ieteet00v2 
Food & Beverages 10 etal 0:3 eGntl0 Se 4 6610341: a1 OPPs Gerel022 18 10296 
Tobacco Products O95 Sere 9970 9925 9 40955 de9Ot7ainr99 370en997.6 
Rubber Products GUO  SOF9aEL Coe Bo mecove: . 86s 0cx85s 7Sc86.7 
Leather Products (ee 90.2 89.5 silane 85.3 83.9 83.2 
Textiles LO 13.3 ono 78.8 81.4 80.5 Si.0 
Knitting Mills 75.6 93.41 89.44 88.8 82.3 Saas 80.3 
Clothing 952 O70 97.4 96.3 96.1 97.0 97.8 
Wood Products 15 5eleeslSiee ome DOR F15083 S148 <Ommmisse On melodie | 
Furniture OSs0Fe 90h 6)" 69659" 896.55), 9674 lrO7mOmerooS 1 
Paper & Allied Industries 1OShOeen Sie er eSs 02 MO Ot entice 2a 06 ao: RIOT 3 
Printing & Publishing 88 .1 88 .1 G8 7) . OKO aE EO He67 Mas S7a2 
Primary Metals 133 Oe ecOn ee S125) 140.4 2148 sObmaIe Oa an bon 7 
Metal Fabricating SOF O27 SORHIE 9150) GO. Fs ORGRCOe 6, lag0t5 
Machinery Siesta DOs =5029° Siege “51090 weseeew mou0 
Transportation Oe 5)6 32250 66.0) <69.2* 91. se OT eoEeOs. F 
Electrical Products SOmSas yOURome O523. 50501 BSrOr! B52 68727 
Non-Metallic Mineral Products 90.7 90.0 SOR (Gm ROO Oem 90.4 91.1 
Petroleum & Coal Products QTec <O0Oenee. 90 vse meeOe es CONGF 90m O2%2 
Chemicals COmOMmEOCnHE | COchmOORt 879) SOLO MNOS. 
Miscellaneous Manufacturing 60s008 =O acme OC a1 SA RSs TAOS E 22 tS 328i Meo 
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TABLE 4.7 =(Cont'*d) 
MANUFACTURING BY MAJOR GROUP 


RATIO OF SHIPMENTS/CANADIAN MARKET 1965 - 1977 


Use 1972 1973 AOTH = 1975 =1976 1977 


(percent) 

Manufacturing 98350" 962740 798.322 9356 192 4/7 eo oe Ober 
Food & Beverages 1026 8° 6401.85 10220 + 99-75 99a Samm 992 95510079 
Tobacco Products 99.3 99.5 ©-:99.0:-..99.2 98.8 98.9.8 99.2 
Rubber Products S5euos- Sls Fie 8429 2 776». 80m OTs tee Cae 2 
Leather Products SOR 990 77. 9ey 7950 15.4 (A Sua 10 of. 69.9 
Textiles olay 188 2.1 Teidaee 16 2 er abs (One eee 
Knitting Mills TH .3 led toe TH. 3 LO 0 6537 HOS5 
Clothing 98.0 975.2 97.0 95.5 94.0 89.4 92.4 
Wood Products 160946569722 11678401 43.95 2 130. 38st le Oi eos S 
Furniture 98.7 9720 .95.4:-92:8 <49324 2.92, 02em9272 
Paper & Allied Industries 191.67) 2118581) 9184.5 7* A93slets 195". 2a? 1909n8. 20856 
Printing & Publishing S7euaw SIRO 6878", BSS sem Bou ie OyeG 
Primary Metals 1366.98 013 1h 10e4133.4 5418.9 1423.0 AST aigenipe. 9 
Metal Fabricating 90450 -9020:03:89..5, 1° 8925 4895 2in O95; Tae 9e9 
Machinery 54.1 51.9 50.6 5033 50.9 BOT 508.7 
Transportation 100.0 97.9 92.5 Goat 81-59 79168369206 
Electrical Products 83228 7952 78.2. Tt.9 MeOeerS ORS epee 
Non-Metallic Mineral) Products* 91.4435-.92.0%) 92.6:90.4 =.89..9:5' 90.2. 94% 1 
Petroleum & Coal Products 93.7 97528 100.2 7 lOO Ost 1Odea 99.9 98.9 
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Four major groups in manufacturing were exposed to a rather 
significant deterioration in their self-sufficiency over the 1965 - 1977 
period. For electrical and electronics products the ratio declined 13.7 
percent, for miscellaneous industries 18.0 percent and for leather products 
and knitting the decline was a significant 22.5 and 24.3 percent 
respectively. A common factor for these groups appears to be that the 
industries attained a peak in self-sufficiency early in the period under 
examination, in 1965 and up to 1968, were affected by the recession but the 
recovery did not bring the expected improvement. 


4.3.2 Export Orientation 


The measure of export orientation for manufacturing averaged 24.6 
percent for the 1965 to 1977 period. In 1965 overall export orientation of 
manufacturing was 16.6 percent and by 1977 it increased to 28.1 percent. 
The increase of 69.2 percent between 1965 and 1977 amounts to about 4.4 
percent compounded annually. However, as with the ratio of shipments to 
Canadian market, inter-group developments varied a great deal and reflected 
a very uneven response in the export orientation changes. 


Table 4.8 summarizes the developments in export orientation by 
manufacturing major groups and additional information throughout the period 
is provided in Table 4.9. It is fairly obvious, as would be expected, that 
sectors with a high shipment to Canadian market ratio also experienced a 
relatively strong export orientation of production. This is clearly 
confirmed by the data shown. In addition, however, it can be observed that 
some groups, even those experiencing an import gap, have had a substantial 
and above average export orientation of production, e.g. transportation 
equipment and machinery. This is the result of rationalization and 
specialization of production through increased trade involvement and 
interdependence. 


Another observation that can be made is that five groups are 
considerably above the average, and thirteen are more than 10 percent below 
it, as the rank values for specific groups drop very rapidly. 


The increases in export orientation of the various groups are 
tied to export opportunities and export competitiveness, however, the 
increases also reflect the various sector bases, large or small, from which 
they are derived. At any rate, the largest increase in export orientation 
was realized by the transportation equipment group where the measure nearly 
quadrupled over the period, mainly due to the Canada-U.S. Automotive 
Products Agreement. Other very large increases experienced were from 
relatively small export bases. It is also of interest that except for one 
major group, knitting mills, the changes were positive. 
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TABLE 4.8 
EXPORT ORIENTATION 


BY MAJOR MANUFACTURING GROUPS 


1965-1977 % Change 
Average 1965 1977 1977/1965 
(percent) 

Manufacturing 24.6 16.6 28a 69.2 
Transportation Equip. 6 hay 15:2 Ty. 1 380.9 
Paper & Allied Ind. 52.5 49.8 56.0 12h 
Primary Metals yy. 41.8 44.2 Dial: 
Wood Products 42.4 41.6 49.4 Rotel 
Machinery 41.2 28 4 Sut ea 79.9 
Miscellaneous Ind. 19.2 16.0 16.6 S/H 
Chemicals 16.3 14b26 20.4 39.7 
Electrical Prod. 1330 7.9 (eotedi IH 
Food & Beverages 9.6 9.7 1160 13.4 
Non-Met. Min. Pr. eA bE 8.3 50.9 
Rubber & Plastics 6.5 W.5 9.0 100.0 
Leather Products 6.2 Nye 8.5 10723 
Textiles 4.9 CON Bat 54.0 
Metal Fabricating 4.6 De 623 186.3 
Clothing Hee Tat 4.3 152.9 
Furniture 4. Be7 56 229.4 
Petroleum & Coal Pr. 3.9 0.8 2.4 200.0 
PrintingescyPubtish. Cm | lt) 246 160.0 
Knitting Mills 250 2.5 inh -440 
Tobacco Products ORS O82 O55 15020 
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TABLE 4.9 
MANUFACTURING BY MAJOR SECTOR 


EXPORT ORIENTATION 1965 - 1977 


1965-77 1965 1966 1967 1968 1969 1970 


rere ESOS 


(percent) 

Manufacturing 24.6 16.6 18.1 2084) 23.0 tected tee 2672 
Food & Beverages 9.6 9.7 9.5 9.0 9.0 9.3 9.7 
Tobacco Products 0.5 One 0.5 0.6 06 0.8 0.6 
Rubber Products 6.5 4.5 Biculd 4.4 4.1 4.1 4.9 
Leather Products 6 #2 vey 4.3 4.7 5.5 5.5 6.8 
Textiles 4.9 Bed. 4.4 Stoll 4.8 4.3 5.0 
Knitting Mills ZO 25) ose ets iS 2.aht 255 
Clothing Lee ay 2a eel 2.9 4.3 4.8 
Wood Products HON SP SO B8s8e 39 .O.cwi38e Sat lOmOegitiand 
Furniture 4.1 1:57, On 1x8 2.0 3.6 4.8 
Paper & Allied Industries 52 5% dO 49 Gogh G bie M50: Net OC eb oes 
Printing & Publishing aM 140 Azul 13 1.4 Pst 2.0 
Primary Metals Wy. 41.8 41.1 H6.4 8249.2 «643.2 ©=©=653..4 
Metal Fabricating 4.6 2ee 2.4 21 3.4 Rie 3.8 
Machinery hi S2UP 2694, GR 29.0. 1h31 aiaers3cde | So eteenshee 
Transportation Oilaen 158200 296" yy. 54s Tin! 60% 6ien 68.09 
Electrical Products 1350 7.9 8.6 9.9 Tee 1451 1S a7 
Non-Metallic Mineral Products nal 525 ae {i Bb 5.6 6ae led 
Petroleum & Coal Products 3.9 0.8 10 12 126 1.9 255 
Chemicals 1628 14.6 14.2 Ve 14.2 15.1 16.5 
Miscellaneous Manufacturing 19.2 16.0 159 Bazar. 2.120 erp Saline 20 
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TABLE 4.9 (Cont'd) 


MANUFACTURING BY MAJOR SECTOR 


EXPORT ORIENTATION 1965 - 1977 


Manufacturing 


Food & Beverages 

Tobaeco Products 

Rubber Products 

Leather Products 

Textiles 

Knitting Mills 

Clothing 

Wood Products 

Furniture 

Paper & Allied Industries 
Printing & Publishing 
Primary Metals 

Metal Fabricating 

Machinery 

Transportation 

Electrical Products 
Non-Metallic Mineral Products 
Petroleum & Coal Products 
Chemicals 

Miscellaneous Manufacturing 
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4.3.3 Import Penetration 


The import penetration of manufactured products averaged about 
27.6 percent in the 1965 to 1977 period. Between the two terminal years it 
increased from 20.0 percent in 1965 to about 30.7 percent in 1977. The 
advance of 53.5 percent over the period represents an increase of 3.6 
percent compounded annually and was somewhat lower than the annual increase 
in export orientation. 


As illustrated in summary Table 4.10, the sectoral responses 
again are greatly different and uneven. Table 4.11 indicates the 
developments of the sectoral measures over time and though the upward 
movement is generally apparent, it is not uniform and cyclical elements are 
also present. With several exceptions, import penetration of the Canadian 
market is high and indirectly related to the ratio of shipments to 
Canadian market, i.e. a low ratio of shipments/Canadian market generally 
implies a high import dependence and market penetration. Transportation 
equipment, and to some extent certain other industries, again represent an 
exception as the high imports are offset by exports and high export 
orientation of production. 


An above average import penetration can be observed for three 
major groups, namely: machinery, transportation equipment and 
miscellaneous manufacturing industries. However, in comparison to export 
orientation, the group of industries with about average import penetration 
is quite sizeable and accounts for six major groups. Also, the drop in 
rank values by sectors is relatively slower than the corresponding values 
for export orientation. 


As shown in Tables 4.10 and 4.11, the increases in import 
penetration are quite general, and only two groups realized decreased 
import penetration in the Canadian market, namely: primary metals and 
petroleum and coal product industries. While the transportation equipment 
group experienced an above average increase in import penetration, due to 
the Automotive Product Agreement, the absolute advance over the period was 
less than half as large as that for export orientation for the same sector, 
though it was from a relatively larger base. 


Above average increases in import penetration over the period 
were experienced by the knitting mills, leather products, furniture and 
fixtures, transportation equipment and clothing product industries. While 
in most of these instances export orientation also rose, and at above 
average rates, for knitting mills the large and leading advance in import 
penetration of the Canadian market was accompanied by a decrease in export 
orientation and clearly indicates a notably worsened position for the 
group. In others, as noted earlier, the comparable increases in export 
orientation were from considerably smaller export bases relative to 
imports, and the ultimate deterioration can be judged from the decreased 
self-sufficiency or the decline in the ratio of shipments to the domestic 
market. 
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TABLE 4.10 
IMPORT PENETRATION 


BY MAJOR MANUFACTURING GROUPS 


1965-1977 % Change 
Average 1965 1977 1977/1965 
(percent) 

Manufacturing Piles 20.0 SOc 5345 
Machinery 69.8 63.9 (Gee Le ies 
Transportation Equip. 65.0 30.0 75.1 150.3 
Miscellaneous Ind. 51.6 43.6 54.0 23.9 
El. & Electronics Prod. 30.0 20.6 35.6 T2658 
Chemicals 2320 24.6 31.3 Olea: 
Leather Products 26.6 13.4 36.0 16847, 
Knitting Mills 25a 9.2 SOS 2SueD 
Textiles 25D ALT 26.3 6.5 
Primary Metals 2573 Cone 22r5 -10.8 
Rubber Products 20.9 (ule 2344) 64.8 
Non-Met. Min. Prod. Seal NS oe 16.4 953 
Metal Fabricating 1482 116 15728 BOue 
Printing & Publishing 138 12.8 ee 14.8 
Wood Products LO ef, C22 V3 39.0 
Clothing 9.0 NT UEC 146.8 
Furniture 8.9 By || 1330 154.9 
Food & Beverages om as 10%2 61.9 
Paper & Allied Ind. 8.0 veil 9.9 62.3 
Petroleum & Coal Pr. 626 Te 3.6 OFS 
Tobacco Prod. lps Wee 153 Cae 
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TABLE 4.11 
MANUFACTURING BY MAJOR SECTOR 
IMPORT PENETRATION 1965 - 1977 


Average 
1965-77 1965 1966 1967 1968 1969 1970 


—weew=—w Se ee eee 


(percent) 

Manufacturing 2150 CORO Meee Pave ee Nel meeOn nyc Od! 
Food & Beverages 823 O83 6.4 62 6.4 7.4 hat 
Tobacco Products ie ae 120 ie) 1.0 ea M0 
Rubber Products 20.9 H.2 14.5 14.8 liva> 17.9 iie5 
Leather Products 26.6 Seu 14.4 hos 19s oO: hamaeee> 
Textiles 2535 2A ST 24.5 Ou 225 Coa PEE e) 
Katee sMills 2569 9.2 l2.e ead f 19.0 Bish 2150 
Clothing 9.0 Ty a. 50 6.6 Rese 6.9 
Wood Products 1027 8.2 19 8.3 8.9 Gu2 cee 
Furniture 8.9 Bal 50 Bee Se) eel Sas 
Paper & Allied Industries 8.0 6.1 5.8 5.7 6.31 6.4 5.9 
Printing & Publishing 1356 1266 ieee i.3 yet qed TH.5 
Primary Metals Ponsae 2oacabace. Or mm el.o eles 925.908 Cbe0 
Metal Fabricating eee 11.6 dae te I2es Sac V9 
Machinery O92CmerO3e0GEOS40 br Ole> 8 605.5 20D eer BGOn6 
Transportation 6520 23020 59, One 50n es 850. a Ore Se O0 
Electrical Products 3050 20.6 2280 Caen} 23h 26.8 2 Oa 
Non-Metallic Mineral Products 1 De 15%0 1525 16.3 10 15.2 laced 
Petroleum & Coal Products 6.6 1 Veal 1026 11.3 11.5 5 ee 10.4 
Chemicals 28.0 24.6 Coe Qu.4y ALLENS 208s PERS: 
Miscellaneous Manufacturing Siz Ope ol opome nt Coos ae tOn>.. Soa 52.1 
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TABLE 4.11 (Cont'd) 
MANUFACTURING BY MAJOR SECTOR 


IMPORT PENETRATION 1965 - 1977 


USA 192521973 ADTHOINO(5: 1976 lone 


(percent) 

Manufacturing 20r0e 2O6l 29.2--929.5. 2952 a 2oR5 eas Oey 
Food & Beverages ‘on 8.0 9.3 9.0 8.5 9.5 1OR2 
Tobacco Products ee. 12 Lees 1.3 16 ee) ee.) 
Rubber Products 18.4 TOR Ceres 21.2 “250 Neee Paltaec oe 
Leather Products 22015) 26e ie 20.3 eeeO. > 8 seem ste 36.0 
Textiles 25n0 25a 20.1 28.4 26.2 27.4 26083 
Knitting Mills Cleo S055 26.8 else 3120 BoD 3025 
Clothing eed fieste) 8.8 9.9 tO (let 17126 
Wood Products 8.6 9.9 KOlers: 12.9 Vee5 22 Tey 
Furniture 50 eA 9.3 pipe 10.5 127) 1320 
Paper & Allied Industries 6.5 626 eee (ee Os Ae 9.9 
Printing & Publishing 14.3 13.9 jox3 132678" T3508) F570" emery, 
Primary Metals 25 ene 2 eOmmree (7.0 32.9 24 Ae 10 eee 
Metal Fabricating 1352 14.4 TUS hares: 15.4 auc, 1520 
Machinery 62a COSHee Tem eA 255m Sie eorne. 
Transportation 661 689" 692077 66.9" > 69 08 e Somme oat 
Electrical Products 2158 3120 B20 33.0 oe head 33.8 35.6 
Non-Metallic Mineral Products yi Sieh V5e5 Oe 16.0 15.9 16.4 
Petroleum & Coal Products 9.4 oa! 6.9 ee Le 7 Sra SH 
Chemicals QEEOr™ 2720 26.4 937.0. 2on4 eS coe Cee ies 
Miscellaneous Manufacturing SO Ne 6515 Otol Bes on 2 SP eee ONS F540 
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CHAPTER V 


OVERVIEW OF REGIONAL MARKET DEVELOPMENTS 


5.1 INTRODUCTION 


This chapter is intended to provide a general overview of 
Canada's trade with our major trading partners. It is based on Canadian 
trade data and represents a link between the discussion in Chapters II to 
IV which also made use of Canadian trade data, and the discussion to follow 
in Chapters VI and VII which draws extensively on UN data from IT&C's 
International Trade Data Bank. 


5.2 SUMMARY 


In the sixties Canada increased her dependence on the United 
States as a trading partner, especially as a destination for our exports of 
automotive goods and other finished manufactured products. Overall, there 
is little evidence in the seventies to suggest that the United States is in 
the process of becoming more important as a trading partner. The 
increasing U.S. share of Canadian exports in the last two years appears to 
be more of a reflection of strength in the United States business cycle in 
1976 and 1977 than the beginnings of a new trend. 


At the same time, the United Kingdom declined in relative 
importance as a market for Canadian exports during the period under study, 
as other member countries of the European Free Trade Association increased 
their exports, especially resource-based commodities, to Britain. The 
decline continued after the United Kingdom joined the European Economic 
Community as such EFTA countries as Sweden and Finland developed a special 
relationship with the EEC. Similarly as Britain turned more towards 
Europe, her relative importance as a source for Canadian imports declined. 
However, there was very little change in the relative importance of other 
EEC countries as a source for Canadian imports although there was a slight 
decline in this market as a destination for Canadian exports. 


Japan replaced the United Kingdom in 1972-73 as Canada's second 


most important single trading partner. However, trade with Japan is 
typified by Canadian exports of raw materials and by our imports of 
finished manufactured products. Such developments reflect Japan's 


industrial and trading strategies in the late fifties and early sixties. 


Since 1960 there has been little variation in the importance of 
other countries as a destination for Canadian exports, except for imports 
of wheat by the Soviet Union and China in certain poor crop years. There 
has been some improvement in Canadian exports to OPEC countries in recent 
years as a result of increasing wealth derived from an escalation in crude 
petroleum prices. At the same time the OPEC countries have increased their 
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share of Canadian imports as a result of higher oil prices. There has been 
little change in the importance of the Soviet Union and China as a source 
for our imports. The other Asian countries have increased their relative 
share of Canadian imports as a result of rising exports of such products as 
textiles, clothing, footwear and telecommunications equipment from such 
places as South Korea, Hong Kong and Taiwan. 


5.3 DIRECTION OF TRADE 
5.3.1 Major Trading Partners 


The United States is by far Canada's largest trading partner. 
The share of Canadian exports destined to the United States was around 56 
percent in the first half of the sixties but then started rising to a high 
of 71 percent in 1969. This increase coincided with the implementation of 
the Canada/United States Automotive Products Agreement in 1965. This trend 
was more marked for exports than imports, with the latter rising from some 
67 percent in 1960 to 70 percent in 1965 and thereafter to a high of around 
73 percent in the period 1967-1969!. The trends in both exports and 
imports tended to decline in the early seventies and then reversed 
themselves in 1974-75 so that by 1977 both shares were about 70 percent 
(See Table 5.1 and Chart 5.1). 


Traditionally, the United Kingdom has been Canada's second 
largest trading partner. However, the significance of this market has 
steadily declined over the years. Britain accounted for less than 5 
percent of Canadian exports in 1977 compared to 17 percent in 1960. Also, 
the share of imports coming from the United Kingdom has fallen from about 
11 percent in 1960 to(3)percent in 1977. In 1972, Japan emerged as 
Canada's second largest trading partner as far as imports are concerned and 
a year later as a destination for exports. Thus, 1972-73 was an important 


turning point in Canadian trade. Japan's share of our export market rose 
from 3.3 percent in 1960 to a peak of 7.1 percent in 1973 and has since 
pramiied s0ffmatoese/ bpercent ian AQ7728 SSimplanlwowith imports, which rose 


from 2 percent in the 1960-1963 period to 5.7 percent in 1972, and then 
declined to 4.3 percent in 1977. Although Japan is Canada's second largest 
individual market, the continental countries comprising the European 
Economic Community as a group are more important than Japan. However, 
there has been no significant trend in the shares of Canadian trade with 
these countries over the entire period. The share of Canadian exports to 
the continental EEC countries declined from over 8 percent in 1960 to about 
5 1/2 percent in 1968 and has fluctuated between 5 1/2 and 7 percent ever 
Since. At the same time, the share of Canadian imports from the conti- 
nental EEC countries has varied between 5.2 and 6.3 percent since 1960. 
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It is understood that the importance of the United States in Canadian 
trade may be slightly overstated as certain exports and Imports sfor/ 
from overseas countries are shipped via the United States. 
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5.3.2 Other Countries! 


While the share of Canadian exports to other countries has 
averaged around 14 percent since 1960, trade with this group of countries 
has been rather volatile. For instance, the share started at 14.9 percent 
in 1960 and went to a high of 21.2 percent by 1964 and then declined to a 
low of 11.6 percent in 1969. Thereafter, it moved upward to 18.8 percent 
by 1975 and by 1977 was down to 13.6 percent. Much of this movement was 
related to Canadian exports of wheat to Eastern Europe - mainly the Soviet 
Union - and to China (Table 5.2). As Canada is the second leading exporter 
of wheat after the United States, the variability of crop conditions in the 
Soviet Union and China has some effect on Canada's regional trade pattern. 


In 1960, the share of Canadian exports to Eastern Europe was only 
0.5 percent but moved rapidly upward to a peak of 5.8 percent in 1964 (3.8 
percent for the Soviet Union alone) before declining to some 2.0 percent in 
1974-75 and down to 1.4 percent in 1977. Similarly, exports to China, 
which represented a negligible share of Canadian exports in 1960, moved 
strongly upward in 1961-62 to around 2.2 percent and stood only slightly 
below this ratio from 1963 to 1966 before falling sharply to 0.8 percent in 
1967. From 1971 to 1975 the ratio was just over 1.0 percent but then fell 
sharply in 1976 before improving somewhat to 0.8 percent in 1977. 


The share of Canada's exports to other regions has been fairly 
stable over the years at some 4 1/2 percent for Latin America, 2 percent 
for Other Asia and some 1 to 1 1/2 percent for Other Africa. Certain OPEC 
countries are included in these regions although Middle East countries are 
in the residual "other countries". With the increasing wealth of the OPEC 
countries and their desire to industrialize, Canada's share of exports to 
them has moved strongly upward, especially since 1974. Up to 1973 the 
ratio of Canada's exports to the OPEC countries was around 1 1/4 percent 
but this moved strongly upward to over 2 1/2 percent for the years 
1975-1977. 


On the import side, Canada's share of imports from other 
countries has tended not to be quite as erratic as exports. For instance, 
the ratio of imports from these countries was fairly constant at around 14 
percent from 1960 to 1973 before moving upward to nearly 19 percent in the 
years 1974 to 1976 as a result of increased imports of crude petroleum but 
more particularly the escalation in prices for this commodity. Canada's 
share of imports from both Eastern Europe and China have never represented 
more than some 0.6 percent for the former and some 0.2 percent for the 
latter (Table 5.3). Thus, while Canadian imports from these two areas have 
increased over the years, our trade with Eastern Europe and China is in a 
surplus position. 
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1 Countries other than the United States, United Kingdom , other EEC and 
Japan. 

e Because of this, OPEC exports and imports are treated as memorandum 
items in the relevant tables. 


TABLE 5.2 


ee ee oe 


CANADIAN EXPORTS BY GEOGRAPHIC AREA 


(Percentage Distribution) 


Middle East 


Memorandum 


Canada 


and Misc. 


Other 


Eastem 


a) 


Other 


. 
ile 


he 


Total 


Eee 


Other 


Countries 


Latin 


Other 
America 


Africa 


Other 


Other 


Asia 


OPEC 


Rete 


China 


Europe 


WiSomie 


OECD 


r% 


Wise 


Ital 


100.0 
100.0 


Vey 
0.7 
OR? 
Os 
ORS: 


Obs 


4.8 
Bid 5! 


By) 1.4 
ZC 


O72 


U. 5 


(a 


(89); 


LO 
O”* 


0 


Uae 
ae 


0.4 
0.0 


B29 
3.4 
4.3 
4.0 


So IL 


Ze) 


rau 


BAe 


\O 
cA 


LOE 
1.0 


100.0 
100.0 
100.0 


4.8 


ios) 
oS) 
ZO 
18 
22 
2.4 


bah) 


253 
iS 
IG 
2 


Df 
0.6 


\O 
bs 


{(~ 


OV 


ON 
CY 


ys at 
Bie) 
Bat’, 
4.8 


dee} 
a3 
eS 


ral 
Sis 
2S 


4.7 
4.6 
4.7 
anal 


ede 
Goll 
126 


Bowl 


1963 


alveele 
Woe 


de® 
2 
Oo7 


53.4 


1964 


a0) 
100.0 
100.0 
100.0 


ie) 
(aq) 


V0 
O29 
ara 
Org 


ORS 


decals 


SD a: 
ieee 
Oey 
0 


5) 


Vo) 


lO 


WO 


0.8 


Wes: 
0.4 


~~ 


a8 
4.4 
4.2 
4.8 


we) 


oy 


i! 


0.4 


weal 
4.2 
4.6 
4.2 
4.1 


0.8 


ee 
0.8 


Sas! 


re) 


68 


100.0 
100.0 
100.0 
100.0 


0.4 


0.8 
dF 50 
0.9 
0.8 


16 


Oe u 
iis 2 
0.3 


4 
Oe & 


3.4 


ie) 


Ts) 
S59) 
7.8 
O58 


dee 


0.6 
Oz) 


2 sels 
2.0 


Ls 


0.8 
steal 


0.6 
OD aue 
1.4 


7.4 


64.8 


1970 


3.6 
320 


4.7 
4.8 
decgak 
One 


6.4 


6725 


Lowa! 


CS 
0.6 
0.9 


Gee: 
igal 
1.4 


0.8 
0.4 


5.8 


WF 2 


100.0 
100.0 


SAG 


OR? 
ee. 


2.0 
2 oak 
2.4 
1.9 
2.0 


Sirigs 22 See 
2.10 


S68) 


67.4 


0.4 
0.6 


Oat 


6.7 
Tee 


66.0 


1974 


P| 
2.6 


b> 
a 


4.8 
4.7 
4.3 


1.3 


Ls 
1.4 


PRIS 


Ne) 


6550. 
Ci 


190.0 
100.0 


1.4 
1.4 


Os 
0.8 


0.6 


oO 6.2 


Gee 


4.9 
4.4 


= 


ERE) 


ea: 


0.5 


Zuo 0.8 


Sea) 


69.9 


LT 
1978 


Statistics Canada - various trade publications and CANSIM 


a) Includes Yugoslavia and Turkey 


Source 


Note 


TS6‘Z 
Core 
SETS 
965’Z 
9€6 
cOL 
LLS 
€8P 
CLP 
€9P 
66€ 
SUE 
Ele 
eos 
69€ 
OE 
RCE. 
TTE 


ese 


ecee 
7831 
uNpPUeTOURW 


9ST‘ zP 
ppp’ le 
OTL‘ bE 
CCL TE 
CC. ec 
699‘ 8T 
8T9‘ST 
7S6‘€T 
O€T’ PT 
09¢’2T 
SLO‘TT 
998'6 
€€9'8 
88r‘L 
gss‘9 
8579 
69L'S 
€87'S 


sqi0duy 
TEI0L 
Bpeue) 


78P‘T 
8SL‘T 
09T’Z 
OzEe‘T 
CLE 
bSc 
cSt 
Ste 
vet 
SOT 
90T 
8TT 
Sut 
83 
vcT 
66 

66 
OTT 


SOTITAUNAD 


2230 
"OSTW pue 
qseq STPPIW 


7Sp‘t 
LS0‘@ 
Z08’T 
gtd 
601 
88L 
SSL 
169 
VIL 
789 
78S 
£0S 
SP 
08S 
9€S 
PLY 
L3Y 
02? 


POTIOUY 


UTIeET 


(GUS 
c¢eS 
vy 
97 
ce 
SEC 
S8T 
€S7, 
EGE 
60T 
vet 
SEE 
98 
L6 
L8 
TS 
vv 
€€ 


SEz’T c8 
99T'T 88 
8EL 29 
90L 1S) 
evs €S 
VUP 87 
LET SG 
09~ 6T 
90¢ EG 
£02 EG 
T8T Sc 
[BER UG 
Sil as 
TES A 6 

Gall S 

Algl S 

S6 e 

S6 9 


COTIFY «= ETSY eUuTUD 


zeu30-— TSAO 


VG 
sans 
emt 
8ST 
80T 
¢8 
£9 
6S 
v9 
Sa 
2S 
cv 
cE 
KG 
8T 
ST 
OL 
OT 


odoing 
ureqseq 


zeu30 


el ty tS) ial 


(SUeTTOg JO SUCTTTTINW) 


Vdd OITHdVYDOED AM SLYOdWI NVICVNVO 


€°S alavl 


KeyM], pue etaeTsohbnx sepnyouy (e 
WISNYD pue suoTReOTTONd epezxj snotzeA —- epeueD SOTISTIEIS 


€08’T BSE ’Z TOCal 
v2S’T T66’T OST’T 
SO0z’T pLo0’Z Coeur 
OfP’T 076’T Ocal 
LOT LET S00‘T 
TLOTT Gicor 696 
€08 586 LE8 
78S 6r8 SEL 
960 TEs T6L 
09€ 869 969 
SOE €o9 €L9 
eGe TRs cp9 
0€Z THs 619 
PLT Lev PLS 
C€T Og€ Les 
Sel €SE €9¢ 
age PEE 819 
OTT SOE 68S 
ueaee (6) Oaa “3° 
23030 


mw © a 0 tO 4 


> SION 
:30mMOs 


LL6T 
9L6T 
SL6T 
vLot 
€L6T 
TLEL 
TL6t 
OL6t 
6961 
896T 
L96T 
996T 
c96t 
VI6T 
€96T 
c96T 
BOG 
O°6T 


TABLE 5.4 


CANADIAN IMPORTS BY GEOGRAPHIC AREA 


(Percentage Distribution) 


ranaum 
ter 


‘ 


i 


Canada 


pV 

WY oe 
ag 
of 
aoe | 

ie 
2 @ 


Other 


Eastem 


a) 


@jeldisie 


. 
lie 


+r 
a 


Other Total 
Imports 


Countries 


Latin 
America 


Other Other 


Other 


ORES 


Afmca 


China Asia 


Europe 


Winks EEC (9) Japan OECD Ul Ss Salk 


U.S.A. 


See) 
Dae 


100.0 


Dl 


tok 
Wail 
7.6 
Cae 
Hed 
es! 


0.6 
0.8 
0.8 


he i 
1.6 


‘Dell 


O57 
OB 
0.2 


Dist 
Desk 
0.0 
0.0 
0.0 


PM 
2 
Dod 
Dos, 
AS) 


220 


5.6 
5588) 


od ROMS 


67 


1960 


100.0 
100.0 


0.1 
On 


2.0 


67.0 Oy 


pSGAL 


53 
5.6 
4.8 
4.3 


1.6 
Lo 
eZ 
eas, 


at t8} 


550 


100.0 
100.0 
100.0 


ites} 
133 
1.0 


2.0 
th 
1S 


Oma 


0.3 
OS 
0.4 


2.0 


8.0 
Tel 
UZ 


67.8 


eS 


Davi, 


69.0 


1964 


Oe2 
Do? 
Oe2 


OZ 


Oot 


Dee) 


DSi 
20 


(94) 


70.0 


100.0 
100.0 
160.0 


We 
De30 


Beil 


ere. 


SE 
16 


0.4 
Oe'S 
0.4 


Ogak 
0.2 
O52 
@Qeal 
eek 
Dade 
Oa 
Oot 
O2L 
Oeoak 


ai 
229 
Dred) 


6.5 349) 
6.0 
5.6 


WSS 


1966 


Healt 
O59 
0.9 


2.8 
xs) 


\O 
ON 


i) 


555) 


5.6 


T3ee 


co 
ite) 
(o>) 


ae 


100.0 
160.6 
100.0 
100.0 


OFS 
0.8 


Digdh 
520 
4.8 
4.2 


aheoet) 


BaP 
4.0 
Ses 
3.3 
Sexe 
S20 
Sige) 


Dio) S35) 


5.6 


ww 
N 


Tel 
WS2 
1S 


HSS 
Daal, 


Om 
(eal 
0.3 
C2 
O22 


0.4 
0.4 


wt 


6.1 
Gas 


DiS 


5.4 


able as 


a 


cS 


Le 
1.4 


Saal: 


on 


Dine, 


0.5 
O55 
OS 
0.4 
0,4 


69.0 Soll sD DoF 
4.3 


YP 
ESI: 


4.0 
Seal 
OR 


100.0 
100.0 
100.90 
100.0 


6 


Pu 


ios} 


253 


4.3 
4.5 


OAs) 


70.8 


4.2 


6.4 
Sie 
S65 


Bez 
Poll 


67.4 365 


1974 


G.2 
4.7 


365) 


1s 
154 
O59 


Qe2 


6.0 


68.1 


8.4 
Volt 


Sho 
a3) 


0.2 
Oe 


Gat 
0.1 


Sos} 


3.0 


4.1 
4.3 


53 


Sisk 


100.0 


5.8 


G.3 


iO 


1Oas 


ROT, 


Statistics Canada - various trace publications and CANSIM 


Includes Yugoslavia and Turkey 


a) 


Source 
Note 


a 


The most important source of Canadian imports from other 
countries is Latin America, with crude petroleum - mainly from Venezuela - 
representing some 60 percent of the total. Nevertheless, imports from 
Latin America have declined from some 8 percent for the years 1960-1964 to 
4.2 percent in 1972 before rising to some 6 percent in the years 
1974-1977. The next important region as a source of Canadian imports is 
the group covering the Middle East and miscellaneous other countries. The 
increase in our imports from this region coincides with the rise in the 
ratio of Canada's imports from the OPEC countries. 


The share of Canadian imports from Other Asia has moved upward 
since 1972 to some 3 percent for the years 1976-77 after averaging some 
1 3/4 percent prior to 1972. Much of the increase in the share in recent 
years has been due to substantial imports of clothing and footwear from 
such countries as South Korea and Taiwan. 


5.4 COMPOSITION OF CANADA'S TRADE 
5.4.1 The United States 


Earlier it was noted that the United States is now the desti- 
nation for at least two-thirds of Canada's exports as compared to some 55 
percent in the early sixties (Table 5.2). While all major commodity 
exports to the United States increased substantially, those in the inedible 
end products group expanded nearly 60 times in value since 1960 as compared 
to only 10 times for exports of all goods to that market= (Table:5.5))- 
At the same time, exports to "overseas countries" (i.e. all countries 
excluding the United States) increased only 5 1/2 times in value with end 
products going up 13 times (Table 5.7). 


The changing structure of Canadian exports noted in Chapter II 
was due to the rapid expansion in exports of finished manufactured goods 
(i.e. inedible end products) to the United States. This expansion in trade 
was due to a number of special factors, of which the most important was the 
Canada/United States Automotive Products Agreement of 1965. Others 
include: the Canada/United States Defense Production Sharing Arrangements; 
the rationalization of machinery production by large multinational 
companies between their plants in the United States and those of their 
subsidiaries in Canada; and the negotiation of special production and sales 
agreements by Canadian authorities when they awarded large contracts to 
multinational companies for such items as commercial or military aircraft. 
As a result of such special factors, along with the fact that Canadian 
plants are so close to the large American markets where fairly low tariffs 
are in effect, the United States is now the destination of some 80 percent 
of Canadian exports of finished manufactured goods. This compares to some 
55 percent in the early sixties, a high of 87 percent in 1969 and some 86 
percent in the years 1971 to 1973. The ratio declined to its present level 
with the winding down of the war in Vietnam which terminated in 1975. 
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TABLE 5.6 


MERCHANDISE EXPORTS TO THE UNITED STATES 


PERCENTAGE DISTRIBUTION BY MAJOR COMMODITY GROUP! 


1960 - 1977 


Food, Feed, Inedible Crude Finished Manufactured 
Beverages Materials Inedible Goods 
And “Petroleum Fabricated (Inedible End Products) 
_Tobacco” Total & Gas _Materials Total = Automotive ~ Re-exports 
1960 10.8 Weds 3} By5 I 5529 ee ORS 3.4 
1961 JOLAP ZG 6.0 54.8 8.8 0.4 Sao 
1962 959 2826 8.1 52.6 10.0 0.4 3.6 
1963 eS 2265 Ne 5229 TORS O68) 3.8 
1964 8.8 22r Beck 50/24 Was Bol Sav) 
1965 SEG 20ras 7.6 49.3 16.8 4.6 Sia} 
1966 8.0 18.0 6.9 44.3 AAS al NB s'S) 3.3 
1967 (is 6} M4 hea 88.5 354 PSIG 35 
1968 Sits! W458 45) 3 AL 39°9 Bins Brant 
IGO Se 7/ USO On S829 AVS}, Sie Bee 
1970 6.1 TASS Hod Sah 42.7 IE) SS) Soul 
USA aS) 14.4 8.6 32255 44.5 335}50) 2.83 
1972 Ses nae Ss 9.4 Siahad! 44.0 2D) 2.8 
1973 525 16.0 LOe7 B3e4 42.0 B0m! Ze 
1974 Ant 23.6 Iss} 3229 S6n2 PAS eal 3.0 
L975 aie2 PW BL IS) 50 3WaIl 38.4 26.9 22 8) 
1976 4.0 20.6 loyal B2e4 40.2 2985 2.6 
NOG 4.1 OFA WGP BO 40.9 S67) 2S 


i chares will not sum to 100 percent because of the omission of special transactions 
which accounted for 0.2 to 0.5 percent of the total over the whole period. 
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TABLE 5.8 
MERCHANDISE IMPORTS FROM THE UNITED STATES 


PERCENTAGE DISTRIBUTION BY MAJOR COMMODITY GROUP 


1960 _- 1977 

Food, Feed, Inedible Crude Inedible Finished Manufactured 

Beverages Materials Fabricated Goods Special 

and Petroleun Materials (Ined. End Products) Trans- 

Tobacco” Total & Gas ‘Total Autonolive actions 
1960 8.0 8.8 Owl: 24.8 5650. 1.1 Zed: 
1961 SiS) 8.7 Ona 24.2 56.5 10.3 ray 
1962 jeg 8.4 Ord eae Soe 11.7 2.6 
1963 8.3 8.6 ahs Does 57.0 13.1 2<8 
1964 the 4 8.6 Oe1 2302 Byie2 1359 3.8 
1965 6.4 Bel. 0-4 2253 39.2 16.2 4.0 
1966 5.8 hep) By 20.8 62.4 20.2 3.9 
1967 S26 6.4 O23 18.6 66.4 24.7 2:9 
1968 532 Se) 0.4 725 69.0 30.6 2e4 
1969 Dell 4.4 0.2 1867 70.4 cS 1.4 
1370 Sa2 5.4 Orn NOMS 68.9 22ag 2 
tT. 4.9 o.3 yep figs jek vita) 33.0 Vel: 
1972 Seal 5.0 0.1 1? .3 71.4 3373 2 
1973 6.0 4.7 : ahod 70 33.4 ie 
1974 52.8 3.0 os WEY, 68.4 50a ee! 
Lo75 sO 6.1 BE aly eae AVES. 32.0 ed 
1976 6.0 ei) Orr pps 10.2 33.4 i legs: 
R977 525 Go vO 16.7 1035 30D 0.9 
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An analysis of other commodity groups shows that the United 
States has been the destination for close to 70 percent of Canada's exports 
of inedible fabricated materials (i.e. primary manufactured goods) since 
1968 as compared to just over 60 percent at the beginning of the sixties. 
However, the ratios tend to be quite variable due to the cyclical nature of 
demand for such commodities, as well as those in the inedible .crudé 
materials and foodstuffs sections. The United States accounted for some 60 
percent of Canadian exports of crude materials in both 1960 and in 1977 
although the ratio was as low as 54 percent in 1973 and as high as 65 
percent in 1962 and in the years 1974 and 1975. The changing ratio for 
recent years reflect volume and price changes for crude petroleum and 
natural gas. It.is only in the food, feed, beverages and tobacco: section 
that Canada is more dependent on "overseas countries". This is because the 
United States is a leading producer of food as well as being the world's 
major exporter of such goods. Thus the United States is the destination 
for only about 30 percent of Canadian exports of foodstuffs although this 
has varied from a low of 21 percent in 1964 and 22 percent in the years 
1974 and 1975 to a high of 41 percent in 1969. The reason for this wide 
variation in the ratios over the years is the importance of wheat in this 
commodity group and the highly cyclical nature of foreign demand for wheat 
is mainly related to crop conditions in Russia and China. 


Inedible end products now represent some 40 percent of the value 
of our exports to the United States as compared to 17 percent in 1965 and 
under 10 percent in 1960. While the rising trend in end products was 
developing throughout the sixties, the most striking advance took place in 
the second half following the implementation of the Autopact in 1965. 
While automotive goods were mainly responsible for the increased share, 
higher exports of industrial machinery - in response to rising capital 
expenditures in the United States - and airplane parts including engines - 
as a result of increased aircraft production due to the escalation in the 
war in Vietnam - were also of some importance. 


While the share of exports of inedible end products rose sharply 
since 1960, the share of inedible fabricated materials declined from some 
55 percent in the total in the early sixties to a low of 30 percent in 1975 
before improving somewhat in the next two years to 35 percent in 1977. 
Thus the improvement in the inedible end products group was largely at the 
expense of inedible fabricated materials which was the leading commodity 
group of exports to the United States in 1960. 
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The share of inedible crude materials in relation to total 
exports to the United States showed a moderate decline from some 22 percent 
in the first half of the sixties to a low of 13 percent in 1969 before 
rising to some 24 percent in 1974-75. The improvement after 1969 was the 
result of a gradual relaxation in American import quotas for crude 
petroleum along with higher prices for this commodity since late 1973. 
Thereafter the ratio started to decline because of restrictions on the 
volume of exports of crude petroleum - which peaked in 1973 - as a result 
of a change in Canada's energy policy. 


The ratio of food, feed, beverages and tobacco, to total exports 
to the United States declined steadily from some 11 percent at the 
beginning of the sixties to some 4 percent since 1974. Canada's exports to 
the U.S. in this group are mainly whisky and fish. 


As with exports, Canada is greatly dependent on the United States 
as a source for our imports. Nevertheless, the change in the share from 
some 67 percent of the value of total.imports at the beginning of the 
sixties to some 70 percent since 1965 is not as marked as the change for 
exports. However, the shift in the commodity composition is quite 
significant in that 70 percent of our imports from the United States have 
been inedible end products since 1969 in comparison to just under 60 
percent in the first half of the sixties (Table 5.8). As with exports most 
of the increase in the inedible end products share took place after 1965 as 
a result of the Auto Pact. 


The change in the ratios for imports from the United States was 
somewhat similar to exports, in that the share of the other commodity 
groups also declined. The greatest drop since 1960 was in imports of 
inedible fabricated materials from’ some 24 percent of the total in the 
early sixties down to 17 percent in recent years. While we have been 
importing increasing quantities of fresh fruit and vegetables from the 
United Sates during the non-growing season in Canada, the share of food and 
related products declined from some 8 percent down to 6 percent in recent 
years. As noted earlier, the decline in the share of exports of food and 


related products to the United States was much greater. Canada imports 
very little inedible crude materials, other than coal, from the United 
States and the ratio for this commodity group also showed a decline. In 


this case the drop was from some 9 percent in 1960 to around 6 percent in 
recent years. 
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TABLE 5.10 
MERCHANDISE EXPORTS TO OVERSEAS COUNTRIES 


PERCENTAGE DISTRIBUTION BY MAJOR COMMODITY GROUP! 


1960 _- 1977 
Food, Feed, Finished Manu. 
Beverages Inedible Crude Inedible Goods 
and 2 Materials Fabricated (Inedible End Products) 

Tobacco Materials Total Automotive —-Re-exports 
1960 28.1 18.6 43.9 8.0 Zoe el 
1961 33.8 18.7 37.9 8.3 1,2 Line 
1962 33.4 18.4 36.1 107 1.6 13 
1963 35.6 17.8 33.8 He eo ees & 
1964 ES 16.5 = SE | T2e1 Zed ed. 
1965 32.9 20.1 33.4 V2 al SIE 133 
1966 35.9 2072 30.6 aaa cy 12 
1967 28.9 22.6 34.4 Zed SY | 1.4 
1968 24.4 24.9 34.2 14.8 4.8 1 B55) 
1969 20.0 ABE 36.8 56 4.8 2.0 
1970 20.4 24.6 38.2 15.2 4.0 1.4 
1971 256k 26.4 3205 14.5 3.6 1.4 
1972 PAD 7 P5774 30.9 16.1 Hi 5 
1973 26.3 27.6 30.2 14.3 Ep r5 
1974 rage 24.9 Baek 13.6 Bist h Te2 
1975 27.8 2335 28.9 LB 23 5.2 1558) 
1976 25.9 23.6 30.5 18.5 4.8 v3 
1977 24.6 25.4 30.5 18.2 Gar Lee 


lonares will not sum to 100 percent because of the omission of special transactions 


which accounted for 0.1 to 0.3 percent of the total over the world period. 


2 Including live animals 
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TABLE 5.12 


ever 


MERCHANDISE IMPORTS FROM OVERSEAS COUNTRIES 


PERCENTAGE DISTRIBUTION BY MAJOR COMMODITY GROUP 


Food, Feed, 
Beverages 
and 1 

Tobacco 
1960 15.9 
1961 15.9 
1962 16.2 
1963 19.5 
1964 US yez 
1965 14.9 
1966 14.3 
1967 14.2 
1968 13.6 
1969 13.8 
1970 14.9 
1971 Use 72 
1972 12.9 
1973 14.5 
1974 263 
1975 1253 
1976 Ag yess} 
1977 L238 


lincluding Live Animals. 


1960 - 1977 


Inedible Crude 
Materials 


Total Petroleum 


2353 
22-5 
23.8 
24.3 
2253 


15.5 
15.2 
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Inedible 
Fabricated 
Materials 


23.4 
2301 
25.9 
25:3 
26.5 
29.5 
2iso 
26.6 
25.8 
25.6 
24.0 
24.9 
23.2 
21.4 
2200 
N34 
15.4 
16.3 


Finished Manu. 


36.4 
36.9 


(Ined. End Products) 
Total Automtive 
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5.4.2 Composition of Trade with Countries Other than the U.S. 


The composition of Canada's exports to countries other than the 
United States is strikingly different than that to the United States. For 
instance, finished manufactured goods account for only 18 percent of the 
value of our total exports to overseas countries (Table 5.7). 
Nevertheless, there has been some increase in our trade in such 
commodities, with the share rising from some 8 percent at the beginning of 
the sixties. At the same time, imports of inedible end products are quite 
important in that they are responsible for some 40 percent of total imports 
from overseas countries in comparison to some 30 to 36 percent in the first 
half ofmthe sixtiesa@lable 5.12)2mrltetis significant that thesimport share 
for this commodity group ranged up to around 45 percent for the years from 
1970eto 1973. 


The pattern in exports of other major commodity groups is 
somewhat different in that the share for exports of food and related 
products declined slightly to 25 percent, that for inedible fabricated 
materials dropped sharply from around 40 percent in the early sixties to 30 
percent in recent years while the share for inedible crude materials rose 
from just under: 20 percent, to around 25 percent in recent years. 


In respect to imports from overseas markets, there was also an 
increase in the share for inedible crude materials in recent years, largely 
as a result of higher priced oil imports, after declining from just over 20 
percent in the early 1960's down to some 16 percent between 1969 and 1972. 
There has been a significant decline in the share of inedible fabricated 
materials to total imports from overseas countries since 1960. D8 ote ml ates: 
case, the ratio rose somewhat in the early sixties to nearly 30 percent in 
1965 but declined thereafter to some 16 percent in recent years. In 
respect to food and related products, there has been only a slight change 
in the ratios since 1960 although there was a sharp increase for the period 
1963-64. 


5.4.2.1 The United Kingdom 


Since 1960 both Canadian exports and imports to/from the United 
Kingdom doubled in value to $1.9 million and $1.3 million respectively 
(Tables 5.13 to 5.16). Thus the expansion in trade with Britain was quite 
slow in relation to that for Canadian trade with other markets, although 
over the years Canada has enjoyed a surplus - $665 million in 1977 - in 
merchandise trade with the United Kingdom. Some 60 percent of Canada's 
imports from the United Kingdom since 1960 were inedible end products, 
whereas only 10 percent of our exports were in this group. Nevertheless, 
there has been some improvement since 1960 when only 2 percent of our 
exports to the United Kingdom were end products. While our imports of end 
products from the United Kingdom are quite wide-ranging, corresponding 
exports to that country tend to be restricted to such commodity groups as 
boats, ships and parts, industrial machinery and office machines and 
equipment. 
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TABLE 5.14 
MERCHANDISE EXPORTS TO THE U.K. 


PERCENTAGE DISTRIBUTION BY MAJOR COMMODITY GROUP | 


1960 - 1977 
Food, Feed, Finished Manufactured 
Beverages Inedible Goods 
and , Inedible Crude Fabricated (Inedible End Products) 

Tobacco Materials _Materials Total _Automotive = Re-exports 
1960 27.9 19.4 49.7 9 052 Ba 
1961 2520 223 47.8 2:8 0.1 V3 
1962 2953 1857 47.4 3.4 O51 Bea. 2 
1963 29.4 21.3 45.0 3.4 0.2 0.8 
1964 Payee) 19.6 50.0 4.1 0.2 0.6 
1965 PAS) ele 21516 47.8 4.1 O23 029 
1966 25.4 20-5 48.4 4.9 0.2 0.8 
1967 24.9 2059 48.5 4.9 0.2 0.8 
1968 220k 22eo 48.2 5.8 O22 Bia) 
1969 2a oie 5 47.7 663 0.6 5 
1970 72 21.1 5503 | 039 : pS | 
1972 20.0 23.9 46.1 9:0 0.5 Sigal 
1972 20.1 2200 47.6 9.0 4 aoe 
1973 2150 Loe 48.4 10.0 0.2 neg 
1974 20.6 18.7 51.4 8.4 0.4 0.9 
TORS 19.6 22.9 45.3 10.8 One es 
1976 20.5 20.6 49.3 8.3 0.3 3 AP 
1977 18.0 22.6 48.2 023 0.3 0.9 
v1. 


Shares will not sum to 100 percent because of the omission of special transactions 
which accounted for 0.0 to 0.2 percent of the total over the whole period. 


2 tncluding live animals 
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TABLE © 21116 
MERCHANDISE IMPORTS FROM THE U.K. 


PERCENTAGE DISTRIBUTION BY MAJOR COMMODITY GROUP ! 


1960 - 1977 

Food, Feed, Finished Manufactured 

Beverages Inedible Goods 

and 2 Inedible Crude Fabricated (Incdible End Products) 

Tobacco Materials _Materials Total Autanotive _ Total 
1960 5.6 4.2 28.4 60.6 2052 100.0 
1961 5.5 4.5 259 62.8 1254 100.0 
1962 Sy! 5.5 3184 56.3 2a 100.0 
1963 GO. 6.8 B26) 54.) 6.7 100.0 
1964 6.1 6.4 SUA 54.5 LO <2 100.0 
1965 6.5 6.0 30.7 55.4 9.2 100.0 
1966 6.8 530 wap ina | 58.9 8.5 100.0 
1967 6.4 4.5 ZOn0 61.5 7.6 100.0 
1968 6.6 4.0 26.4 60.6 10.6 100.0 
1969 6.3 | 2522 63.5 12 30 100.0 
1970 6.6 3.3 20.2 6250 S22 100.0 
1971 6.7 2.9 2603 62.8 10.4 100.0 
1972 6.4 2.6 PLA | 65.0 10.9 100.0 
1973 7.0 Ee 25. 63.6 7.4 100.0 
1974 ou Zed 29.6 58.6 4.9 100.0 
1975 0 r2 2.0 24.5 63.6 523 100.0 
1976 9.4 3.2 23.9 61.3 Seu) 100.0 
1977 Is2 3.4 2Ia2 56.4 529 100.0 


1 ; 
/ “Shares will not sum to 100 percent because of the omission of special transactions 


which accounted for 0.9 to 2.3 percent of the total over the whole period. 


2 including live animals 
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The changing pattern in Canadian trade with the United Kingdom 
waS due to a number of special factors. For instance, there were 
increasing exports of resource-based commodities to Britain in the sixties 
from Sweden and Finland as a result of the formation of the European 
Economic Community. Later these countries acquired a special relationship 
with the European Economic Community when Britain joined athe EEC in 1973. 
Another factor was the establishment of a primary aluminum smelter in 
Britain in the early seventies which, “68ers alleinractitcal purposes, 
terminated Canadian exports to that market after 1974. 


Canadian exports to the United Kingdom consist principally of 
inedible fabricated materials with this commodity section representing just 
under 50 percent of the total over the years. Such exports destined to 
Britain are mainly woodpulp, newsprint, softwood lumber and copper metal. 
Exports of both inedible crude materials and foodstuffs constitute some 20 
percent of Canadian shipments to the United Kingdom although food, feed, 
beverages and tobacco declined from a ratio of over 25 percent which 
prevailed during most of the sixties. The leading crude materials shipped 
to Britain in recent years were nickel ores and concentrates followed far 
behind in value by other miscellaneous minerals. Similarly, wheat is by 
far the most important commodity in the food, feed, beverages and tobacco 
section. 


Inedible fabricated materials represent just over a quarter of 
Canada's imports from Britain and consist chiefly of chemicals, iron and 
steel products and textiles whereas imports of inedible end products are 
quite wide ranging. Over the years imports of food, feed, beverages and 
tobacco accounted for some 6 percent of Canada's imports from Britain but 
in recent years this ratio has risen to reach a high of 11 percent in 1977. 
The major items in this commodity group are whiskey and other alcoholic 
beverages followed by chocolates and other candy, cocoa, chocolate, coffee 
and tea. Imports of inedible crude materials account for only some 3 
percent of our imports from the United Kingdom and wool is the major 
commodity in this section. 


5.4.2.2 Other Countries of the European Economic Community 
Sa a earn taste perenne ees eammipen attapeeeaae eee te mendes ee ee 


Canadian trade with the other member countries of EEC! expanded 
at a much faster pace than our trade with the United Kingdom. Canadian 
exports to these countries increased six times since 1960 to total $2.8 
billion in 1977. Nevertheless, the other EEC countries now account for 
only 6 percent of Canadian exports to all countries as compared to 8 
percent in the early sixties. At the same time, even though imports from 
these countries went up nearly 8 times to total $2.3 billion in 1977 
they still only account for about 5 1/2 percent of total Canadian imports 


8 8 es ee et ee 8) et es eg ee 


1 Trade data for the period 1960 to date refer to the other 8 countries, 
excluding Britain which are currently members of the EEC. 
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(Tables 5.17 to 5.20). Over the years Canada has had a trade surplus - 
$401 million in 1977 - with the other EEC countries with the exception of a 
slight deficit in 1972. The commodity pattern of ourvexports+to the vovher 
EEC countries is somewhat different than for the United Kingdom in that the 
shares of our exports accounted for by inedible end products and inedible 
crude materials were somewhat higher, whereas the share of inedible 
fabricated materials at just under 40 percent, was some 10 percentage 
points lower than for the United Kingdom. 


The leading commodities in the inedible fabricated materials 
group are woodpulp followed by other forest - chiefly softwood lumber- and 
mineral products - chiefly copper. The next important group is inedible 
crude materials with such exports increasing from just under 25 percent of 
the total in the early sixties to around 30 percent in the seventies and a 
high of around 35 percent for a number of years between 1968-73. The major 
export commodity in this group is iron ores, including concentrates, 
although there are sizeable Canadian exports of other metal ores and 
asbestos to the region. The exports of flaxseed and other oil seeds are 
also of importance and appear to be the cause of the higher share for 
exports of crude materials in certain years. Iron ores also represented a 
much higher proportion of total Canadian exports of crude materials to the 
other EEC in earlier years. 


Canadian exports of food, feed, beverages and tobacco show 
sizeable shifts in relation to total exports to the other EEC countries 
over the years. For instance, foodstuffs accounted for up to 35 percent of 
total exports in the early sixties compared to only 20 percent in recent 
years. Wheat, barley and fish are the major foodstuffs exported from 
Canada to the other EEC countries. Canada has had some success in building 
up its exports of inedible end products to this market although there was a 
decline in 1977 in both the value and the share in 1976. The major 
products in this group in 1977 were automotibles and parts, ships, boats 
and parts, office machines and equipment along with apparel and 
accessories. 


The major Canadian imports from the other EEC countries are 
those in the inedible end products section. These now account for some 60 
percent of the total compared to just under 55 percent in the early 
sixties. Such imports are quite varied although industrial machinery and 
automotive goods bulk large in the total. The share of inedible fabricated 
materials in overall imports from the other EEC region declined from some 
33 percent in the first half of the sixties to about 23 percent in recent 
years. The major items in this commodity group are chemicals along with 
iron and “steel products. However,. textiles in this group along with 
clothing and other apparel in the end products group together represent a 
sizeable share of total imports. Inedible crude materials represent only a 
small proportion of. total imports from the other EEC countries. Bip re —p9s} 
interesting to note that imports of foodstuffs, which had accounted for 
just under 10 percent of total imports over the years, jumped suddenly in 
both value and share of the total in 1977. The major products in this 
group are such things as cheese, wines, barley, liqueurs and other 
alcoholic beverages. The expansion of food, feed, beverages and tobacco 
from the other EEC countries in 1977 was in imports of various beverages 
but mainly wines. 
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TABLE 5.18 
MERCHANDISE EXPORTS TO OTHER EEC (9) 


PERCENTAGE DISTRIBUTION BY MAJOR COMMODITY GROUP! 


1960 - 1977 
Food, Feed, Finished Manufactured 
Beverages Inedible Goods 
and Inedible Crude Fabricated (Incdible End Products) 

Tobacco Nuterials _Materials Total Autonotive Re-exports 
1960 28.9 Deere 40.4 6.4 ORS gal 
1961 a5), 8 RE 1 30.8 133. {83 0.2 1.6 
1962 3336 D302 Pe Ss WSO Om 125 
1963 B54 Wo2 Dy ss yO Ook 226 
1964 29.2 PSY, 3 28.4 MSs 0.7 Ike) 
1965 28.5 30.4 2 SE TAS 1.4 ee 
1966 26.8 B23 DBs! LG WeF 3 
1967 XS o2 30.8 32a 8.6 OF a?! 
1968 ata) 34.6 BAR 9.5 0.8 1.9 
1969 SO 35e4 37.0 10.8 O85 ey 
1970 See 8220 SoS 1ES}5 5: 0.4 3 
OWA 20ES 34.8 34.3 oF 0.6 Tt 
1972 17.38 B25 a8 MW gab Ong ee 
1973 WI 3 34.3 33.3 1353 O79 Tot 
1974 20.9 DIS 3723 ILS 0.4 Ws! 
S75 19.6 28.4 758 IAS Oy WSS 
STG 18.9 26.8 39.4 3n4 0.6 Loo 
N77) TE), Zoe RI Oy 0.8 35 


1chares will not sum to 100 percent because of the omission of special transactions 
which accounted for 0.0 to 0.2 percent of the total over the whole period. 


2 Including live animals 
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TABLE 5.20 
MERCHANDISE IMPORTS FROM OTHER EEC (9) 


PERCENTAGE DISTRIBUTION BY MAJOR COMMODITY GROUP! 


1960 - 1977 
Food, Feed, Finished Manufactured 
Beverages J Inedible Goods 
and Inedible Crude Fabricated (Incdible End Products): 

Tobacco _ Materials Materials otal | Automotive, 4); Total 
1960 One 2.6 SAYS) 54.1 17,0 100.0 
1961 we) 2.4 33.5 5320 14.8 100.0 
1962 g55 2e8 34.3 5339 14.0 100.0 
1963 ela fips) 8526 SPS) 20 100.0 
1964 8.7 2s 34.0 Spy 1 100.0 
1965 TAeaes eae 36.8 eRe L129 100.0 
1966 9.0 232 She, Sys 4 SoZ 100.0 
1967 O50 2.0 30.3 Shee 953 100.0 
1968 8.2 ou, 2357 60.0 1326 100.0 
1969 87 URAC 28.3 Spee) 14.5 100.0 
1970 922 bigs: 24.4 63.3 i528 100.0 
1972 9.2 1.4 26.6 61.2 17.0 100.0 
1972 8.5 13 20.2 60.7 2a ie) 100.0 
1973 10.4 1.4 PAS ests 61.0 2278 100.0 
1974 S.3 io 32.3 56: € 11.4 100.0 
1975 932 1.6 2703 61.0 10.8 100.0 
1976 9.8 2.4 2325 O2e2 10.8 100.0 
1977 bi We 2.4 Z3no 60.9 List 100.0 


Ishares will not sum to 100 percent because of the omission of special transactions 
which accounted for 0.8 to 2.1 percent of the total over the whole period. 


San live animals 
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5.4.2.3 Japan 


As noted earlier, Japan is the second most important individual 
country as a destination for Canadian exports and a source for our 
imports. There has been a phenomenal expansion in trade between Canada and 
Japan since 1960 with Canada enjoying a trade surplus over the years - $715 
million in 1977 (Tables 5.21 to 5.24). However, our trading relations with 
Japan are quite different than with other major developed countries, in 
that it is characterized by specialization in exports of raw materials and 
imports of finished products. 


The size and pattern of Canada's trade with Japan has been 
determined by a number of factors. The Japanese government set out to move 
that country away from a dependence on textiles and light industries toward 
high technology industries with the enactment of the Machinery Industry 
Promotion Law of 1956. Results of this were the development of foreign 
markets, the seeking out of foreign supply sources and protection against 
imports. Thus, Japan was able to build up a large capacity in many high 
technology industries. In the immediate postwar period, including the 
fifties, Japan generally ran a deficit in its overall merchandise trade. 
During this time, Japanese policy called for cautious progress in relaxing 
imports during the latter half of the fifties and early sixties. 


In June 1960, Japan published "The Outline for Trade and 
Foreign Exchange Liberalization Program" which set targets for import 
liberalization. There was then a major policy change in April 1962, and 
Japanese imports rose quite rapidly thereafter. At the same time, Japan 
made substantial investments in a number of countries such as Canada and 
Australia that were to provide it with basic resources, particularly in 
mining industries. Another factor was the rapid change in the pattern of 
Japanese diets and nutrition levels which had an effect on Japanese imports 
of, foodstuffs . At first there was a change from rice to wheat and more 
recently, a trend to higher levels of animal products. 


In light of the above Japanese developments and initiatives, it 
should be noted that Canada's exports of food, feed, beverages and tobacco 
to Japan, which, in the late fifties and early sixties constituted the 
leading commodity items, i.e., some 50 percent, declined to 25 percent or 
less after 1966. Major foodstuffs from Canada in recent years were wheat 
and meat - particularly pork. The decline in the share of food, feed, 
beverages and tobacco was accompanied by an increase in inedible crude 
material which now represent 50 percent or more of Canada's exports to 
Japan. Oil seeds, particularly rapeseed, are quite an important segment of 
this trade, and Canadian exports of rapeseed to Japan have increased 
rapidly over the years. 
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TABLE 5.22 
MERCHANDISE EXPORTS TO JAPAN 


PERCENTAGE DISTRIBUTION BY MAJOR COMMODITY GROUP! 


1960 - 1977 
Food, Feed, Finished Manufactured 
Beverages ; Incdible Goods 
and > Inedilsle Crude Fabricated (Inedible End Products) 

Tobacco Materials Materials Total Automotive Re-exports 
1960 49.4 34.4 Wa) Def 0.0 0.6 
1961 42.2 34/5 AO 3 2.6 0.0 0.4 
1962 43%). 38.0 1 3hs,& Dol 0.0 0.5 
1963 34.6 39.6 BRS Pret} 0.0 OK 7 
1964 34.9 SGmas AD ANS Duh 0.0 0.6 
1965 8555 38.8 R79) Phe 0.0 0.3 
1966 B29) 40.5 PAB YSIS) 265 0.1 0.3 
1967 24.6 4259 29-6 Bot 0.0 0.3 
1968 20m 44.6 Boe 23 0.0 0.2 
1969 538 A552 S6nL Ze0 0.0 0.2 
1970 16.2 49.9 Bie0 PIAS) oysal 0.2 
UAL 19.6 54°59 22.0 Bere. 0.0 OR2 
1972 PAWS 54.4 BPAY 226 0.0 0.4 
WSIS 230 54.7 20a es 0.0 0.4 
1974 23 53.6 20.3 Bet) 0.1 0.2 
S75 PIU Sao 16.0 Sak 0.4 0.2 
1976 26.8 51.4 I) 7 2.4 0.1 0.2 
OG 2a a 525.5 20.6 7250) 0.2 0.2 


1 chares Will not sum to 100 percent because of the anission of special transactions 
which accounted for 0.0 percent of the total over the whole period. 
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TABLE 5.24 
MERCHANDISE IMPORTS FROM JAPAN 


PERCENTAGE DISTRIBUTION BY MAJOR COMMODITY GROUP! 


1960 =*1977 
Food, Feed, Finished Manufactured 
Beverages Incdible Goods 
and 2 Inedible Crude Fabricated (Inedible Fnd Products) Total 

Tobacco Materials _Materials Total Automotive — Imports 
1960 6.4 0.0 B27, Soe OR 100.0 
1961 6.0 0.0 31.6 590 OS 100.0 
1962 6.4 0.0 36.0 56.0 0.4 100.0 
1963 Sst 0.8 40.0 Soe: 0.9 100.0 
1964 Se 0.0 43.7 50.0 Dea 100.0 
1965 3.9 0.0 Ae 8 5825 Wes! 100.0 
1966 3.6 0.8 38535 54.9 5.6 100.0 
1967 3.9 O53 SI 57/ Ss3h6 7/ 4.2 100.0 
1968 35]: 0.3 30.6 6523 8.8 100.0 
1969 2.4 0.2 30.6 65.9 14.4 100.0 
1970 3} AL 0.2 29.2 66.7 M533 100.0 
97 226 0.2 31.3 65.4 24.9 100.0 
1972 2.6 0.2 24.4 i2enA 30.3 100.0 
1973 328 0.2 254 7220 24.8 100.0 
1974 2.4 0.2 Bio 65.1 23.6 100.0 
OVS 2.8 (OAS) 2985 66.9 20.8 100.0 
1976 2.8 OZ 215 73.6 24.7 100.0 
1977 226 0.6 20.6 74.9 24.9 100.0 


peace will not sum to 100 percent because of the omission of special transactions 
which accounted for 0.4 to 2.7 percent of the total over the whole period. 
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There have been sizeable Japanese investments including the 
awarding of long term contracts in Western Canada - particularly British 
Columbia - aS an assurance of a reliable supply of copper, coal and other 
resource commodities. However, Japan has also diversified its sources of 
Supply to include other countries such as Australia and, more recently, 
Brazil. Coal is by far the most important crude material exported to Japan 
from Canada with a value of $529 million in 1977, or 40 percent of all 
crude materials exported to Japan. The value of rapeseed exports ($228 
million) and copper ores ($208 million) together account for 33 percent of 
the group total. The remainder consists of other crude materials such as 
ores of iron, zinc, lead, etc., along with unmanufactured asbestos. 


With the liberalization of imports in 1962, an improvement took 
place in exports of primary manufactured exports, i.e., inedible fabricated 
materials. Thus the share of such processed commodities in total exports 
to Japan currently account for 20 percent, with a high of 36 percent in 
1969, compared to some 13 percent in the early sixties. Nevertheless, only 
a few commodities are involved in this group with lumber shipments valued 
at $180 million in 1977 along with those of woodpulp at $145 million 
together representing 63 percent of the total for inedible fabricated 
materials. Exports of aluminum and fertilizers (and fertilizer materials) 
together account for another 14 percent. As noted earlier, exports of 
finished manufactured goods (i.e., inedible end products) are quite small 
and represent only some 2 percent of total Canadian exports to Japan. In 
1977, exports of end products to Japan were valued at only $50 million with 
office machines and equipment the leading commodity group in recent years 
followed by medicinal and pharmaceutical products’ and supplies, and 
clothing. It is interesting to note that British Columbia is the source of 
just over half of these Canadian exports to Japan. 


Japanese exports consist mainly of highly manufactured products 
and there has been a great deal of anxiety in recent years in both Europe 
and the United States about the extent of Japanese market penetration in 
steel and automobiles - and earlier for ships. In 1977, Canada imported 
$1.8 billion worth of goods from Japan with $1.35 billion, or 75 percent, 
in the inedible end products section. This compares to just under 60 
percent in the early sixties and a low of 50 percent in 1964. Over the 
years there has been a change in the pattern of Canadian imports from Japan 
which, to a certain degree, is related to changes in Japan towards high 
technology industries. For instance, in the early sixties such commodities 
as textiles and clothing accounted for a higher share in our imports from 


Japan. Currently, automobiles, motorcycles and other vehicles along with 
automotive parts represent one-third of our imports of end products from 
Japan. This group of commodities is followed by televisions, radios 


and other telecommunication and related equipment which together accounted 
for nearly a quarter of all end products imported from Japan. The balance 
of our imports of end products tend to be quite wide ranging after these 
two major groups. 


Sofas 


Canadian imports of both inedible fabricated materials and 
food, feed, beverages and tobacco have declined in relative importance to 
total imports over the years. Fabricated materials now represent some 20 
percent of total imports with iron and steel products representing KO 
percent and textiles over a quarter of all fabricated materials imported 
from Japan. Mandarines and other citrus fruit along with fish and marine 
animals constitute the bulk of Canada's comparatively small imports of 
foodstuffs from Japan. 


5.5 REGIONAL TRADE BALANCES 


Generally, Canada had a merchandise trade deficit with the United 
States and a trade surplus with the rest of the world up until 1967. This 
pattern was altered in 1968-69 when the trade balance with the United 
States became positive. Since then the balance with the United States has 
remained positive with the exception of a slight deficit in 1970 and a 
sizeable one of nearly $2 billion in 1975. The latter, together with the 
very small surplus of 1974, reflects, in part, the slump in the U.S. 
economy which Canada did not share and which bottomed out in the first 


quarter of 1975. During the sixties and early seventies, Canada had a 
rising trade surplus with the rest of the world, but, since 1974, that 
surplus has been declining although it increased somewhat in 1977. This 


decline in the trade surplus with the rest of the world since 1974 was 
related partly to the substantial price increases for imported oil. 
Actually, the volume of oil imports has declined somewhat since the peak 
reached in 1973. Canada has always had a trade surplus with Japan - except 
for 1972 - and one that has been growing since 1960. A similar pattern 
also exists for the continental EEC countries although there was a near 
balance in trade in 1972. 
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CHAPTER VI 


CANADA'S SHARE OF WORLD MARKETS BY COMMODITY 
ROUPS REGIONS 


6.1 INTRODUCTION 


This chapter establishes some of the dimensions of Canada's 
participation in world trade and explores a number of factors contributing 
to that performance. For reasons already mentioned, particular attention 
is given to Canada's share of international trade in manufactured 
products. After a summary of main developments, the chapter proceeds with 
a brief overview of the global import market and Canada's role over the 
period 1962-1976. 


The chapter then examines at closer range the extent of Canada's 
participation in the import market of the OECD countries as a whole, 
particularly in the last ten years. This is done for total commodity trade 
and for trade in manufactured goods. Canada's shares of sales to the OECD 
market are compared to those of other major industrial countries, followed 
by an examination of Canada's participation in sales to the OECD: in 
manufactured goods. Finally, there is an explanation of Canada's position 
in several non-OECD market areas. 


It should be noted that because of the need to use an interna- 
tional data base, Canadian trade data in this chapter, along with those of 
all other countries, are shown in U.S. dollars. In addition, international 
commodity data have been regrouped to approximate Canadian industrial 
sector definitions. Such sectoral groupings are not identical in value to 
those employing purely Canadian trade data because of various differences 
in concepts and definitions. 


6.2 SUMMARY 


Based on actual import data for the OECD countries and Canadian 
export figures to non-OECD destinations, it is estimated that Canada's 
share of global imports stood at 4.0 percent in 1976, a slight decline from 
4.2 percent in 1962 and a rather more noticeable decrease since 1970, when 
Canada's share stood at 5.3 percent. Canada's share of total OECD imports 
(where 90 percent of Canadian exports are directed) stood at 5.9 percent in 
1962, rose to 6.8 percent by the end of the decade, and declined to 5.2 
percent in 1976. The latter represents a small gain in the Canadian share 
since its 1974-75 recession level of 5.0 percent. In absolute terms, 
Canadian sales have risen from $5.6 billion to $35.6 billion between 1962 
and 1976 while OECD imports rose in total from $95.5 billion to $684.8 
billion over the same period. For manufactured goods, about 5.4 percent of 
the OECD's external requirements were met by Canada in 1962. This 
proportion increased to 6.8 percent by 1969 but fell back again to 5.e 


percent in 1976. 
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At least three main factors can be identified as CONtCrLDUTInNg £0 
the overall decline in Canada's share over the period, particularly since 
the late 1960's. 


First, a significant general influence on the Canadian share 
performance has been the accelerated pace of international trade in like 
commodities over about the last 10 years, Specifically in manufactures. 
This is clear from an examination of data at the aggregate level of output 
and trade for the major industrial countries and where manufacturing has a 
predominant weight. Data at the detailed level in manufacturing also show 
that increased trade in like commodities is a fairly pervasive phenomenon 
in the case of Canadian industry (e.g. Chapter IV). Figures at the 
aggregate level of U.S. manufacturing also indicate that exports since the 
mid-1960's have become a higher percentage of output, while imports have 
satisfied a higher proportion of domestic demand. A more limited period of 
data for major U.S. sectors corroborates the increased importance of 
international trade. Significant for Canada was that this process picked 
up substantially in other parts of the industrial world at a time when the 
greatest part of the Canadian thrust, powered by the Autopact, had already 
been accomplished. 


The second major factor bearing on the decline in Canada's share 
of world imports is the fact that, compared with the sales of other 
industrial countries as a whole, Canada is very heavily concentrated in the 
United States market. (Of all OECD imports from Canada three quarters go 
to the U.S. and three quarters of these in turn are in the form “of 
manufactured goods.) Overall U.S. imports requirements however, have grown 
little more rapidly than all OECD imports during the past 10 years - 
placing Canada in a relatively slow growing market compared to Japan or 
France; for manufactured goods, U.S. imports have increased somewhat more 
slowly than the OECD for the 1967-1976 period. 


Thirdly, anvtthe’ USS, tastwelli asian ‘other major industrial 
countries, Canada's overall share has generally slipped due in almost all 
cases to a faster decline in primary than in manufacturing shares. Thus, 
over time, Canada has tended to move in the direction of greater dependence 
on manufactures - the major OECD growth area once energy imports are 
excluded: and, Canada's sales to the OECD of manufactures have also 
increased more rapidly than Canadian sales of all products. 


The major single sectoral influence on the direction of Canadian 
international trade has, as indicated Carlier, “been ’"the@icanada-Ues, 
Automotive Products Agreement. This “comprises “the?°-bulk “Yof "the 
transportation equipment group, which, in terms of the OECD import market 
has enjoyed above-average growth over the last decade and a half. 
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Canada also has a substantial stake in other sectors where OECD 
import growth has been above average; notably machinery and chemicals. 
Canada's share has risen in the first, and declined in the second over the 
1962-1976 period. In two other important areas of Canadian concentration, 
pulp and paper and wood products, OECD imports have proceeded at rates 
below the average for all manufactures, and other suppliers have increased 
their relative positions vis-a-vis Canada. 


A closer examination of OECD manufacturing imports indicates that 
about two-thirds of some 225 sub-groupings rose by value at rates at or 
above average for their parent sector categories during the 1970's. For 
Canada, sales in these sectors represented more than two-thirds of all 
manufacturing imports purchased by the OECD from Canada. 


6.3 CANADA AND THE GLOBAL IMPORT MARKET 


Global imports are estimated by the United Nations to exceed the 
trillion dollar level, an increase of nearly 7 3/4 times since 1962. The 
largest increase, in 1974, coincides with the rise in oil prices at the end 
Ore 1975. Volume increases since 1970 have been marked but much less 
dramatic by comparison with current value data. Nevertheless, comparisons 
in current terms between global trends and the estimated share supplied by 
Canada are appropriate in that Canada itself is a significant producer as 
well as importer of oil. 


As shown in Table 6.1, imports by the world community from Canada 
are estimated at just over 4 percent of the total in 1962, and rose 
gradually to 5 percent and over in the late 1960's-and early 1970s: ©-Since 
that time, Canada's share of world imports moved slowly downwards to 4 
percent with a low during the 1975 recession just under the 4 percent mark. 

TABLE) 0. 1 
CANADA'S SHARE OF GLOBAL IMPORTS 
($U.S. Billions) 


1962 1967 1969 1970 19725 A9T 1974" 1975 <1 1976 


=a «mma o =aeameem o=srEr=EE=ss ===Er—n= ew —SSSSSS3] =o 


Est. World Imports 
from Canada | Ba ty iake MatOeeenT orate ho ObRNe WV 3RI7 4 (SAA £4083 


Global Imports 46.0 “22s 7 264.2 49325.8 GIAO 4565. 1 F SHAS 98526 100981 


% Share 4.2 5.0 5.2 533 5.1 We5 4. 3.8 4.0 


1 OECD imports from Canada, plus exports from Canada to non-OECD areas 
including a c.i.f. adjustment of 10 percent 

2 Excludes centrally planned economies of Asia. 

Source: UN Commodity Trade Statistics, ITC International Trade Data Bank. 

UN Monthly Bulletin Of Statistics 
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With the great majority of Canada's foreign sales concentrated in 
markets of the industrialized countries (i.e., the OECD), the greatest 
emphasis in what follows is placed on Canada's success as a supplier to 
these areas. For the remaining economies - developing, ©'oil-egrand 
centrally-planned - data on Canadian participation is generally less 
complete; but it is nonetheless possible to obtain some guide from proxy 
Statistics of exports to these areas by the various OECD members. 


6.4 OKCD IMPORTS AND CANADIAN PARTICIPATION 
Seaieraeentn eneesbeetniseansmepeneeeimpaieeeroeencpeeecege ome eee ee ee 
6.4.1 General Perspectives 
Three basic questions can be asked about Canada's position in the 
import markets of the industrialized countries: How important is OECD 
trade to Canada? How important is Canada to the OECD? How important is 
the OECD itself, relative to global trade? And how, moreover, have these 
relationships changed over time? 
TABLE 6.2 
CANADA, OECD AND WORLD TRADE 
fetta hansen a ina ibd lps S30 
($US 5 Bidad ons) 


1962: 1967 @11969 9 1970at 972% O7BmR 10748 MoTSMMiore 


Canada's Exports 


to OECD 5s 935 1297 14.6 Lee 22.9 2973 2353 Sa 

Totalwcanad@an 
‘Exports 5.9 10.6 1368 16R2 2082 25.2 3258 223 38.4 
% Share 89.2 89.8 92.3 90.3 90.2 90.8 89.5 Sea 88.9 


OECD Imports 
from Canada 5.0 1058 1246 15.6 19.4 23.8 30.9 30/20 35.6 
Total OBCD 
Imports 95.5" 15378" 1995089229" 69s03 12417). 5 50 1O mG Oo pmomnoIoES 
% Share 5.9 66 6.9 6.8 6.4 Dis Bee 550 Bee 


Total OECD 

Imports Ob Sy 15 Seon a1 9910) 22006 303.2 417.55 591, Oueso5;6n 16s. 6 
Global 

Imports* THOR OS = 2247 284 2 S256. HOG bmt5 os 

% Share 64.1 68 .4 1O@ 1025 ee AN 


844.9 895.6 1009.1 
1 6hebee 6729 


Beg ak 


Excludes Centrally Planned Economies of Asia. 


Source: UN Commodity Trade Statistics, ITC International Trade Data Bank. 


UN Monthly Bulletin of Statistics. 
ee UEC OM obar i sures. 


204502 


As is clear from Table 6.2, Canada's exports are overwhelmingly 
centered in OECD markets -- about 90 percent for most of the period 1962 
through 1976. At the same time, the OECD nations as a group rely on Canada 
for just over 5 percent of their import requirements, down from about 6 
percent in 1962 and nearly 7 percent at the opening in the 1970's. This is 
also shown in Chart 6.1 which indicates the sourcing pattern for the OECD 
as a whole. Its most noticeable feature is the impact of the oil embargo 
and energy price rises between 1973 and 1974. Largely, this occurred at 
the expense of the EEC, smaller members of the OECD and the non-oil 
developing countries. 


Again, the OECD itself has accounted for an increased share of 
global imports, up from over 64 percent (1962) to nearly 68 percent (1976), 
although shares of 70 percent and higher were not uncommon in the earlier 
part of the 1970's. Thus, between 1962 and 1976, Canada lost some ground 
in a somewhat growing market on which it was very heavily reliant. Viewed 
since the close of the 1960's however, the relative importance of the OECD 
has also diminished, although it has diminished at a rather slower: pace 
than sales by Canada itself to the OECD. 


Another perspective on Canada's share performance is illustrated 
in Table 6.3, which shows the growth in OECD imports and gross domestic 
production (GDP) together with the relative importance of OECD imports to 
GDP. From about 9 percent in 1962, OECD imports have approached a doubling 
in importance to 16 percent of output by 1976. (The exclusion of energy 
from import data in 1976 would still bring the remaining imports to 13 
percent of GDP). 


TABLE 6.3 
OECD IMPORTS AND GROSS DOMESTIC PRODUCTION 
(Index 1970 = 100, Based on $U.S. Current) 


1962 1967 1969 1970 1972 1973 1974 1975 1976 


eee 


Gross Domestic Product 52 Ti 92 100 129 156 163 194 210 
Total Imports He 67 87 100 132 Toe, Pe5eT 8259 Fe2g6 
Imports to GDP (4%) CEO OLSON 10 RUPE Oe TIS 28 16s Ty er o6 
Source: GDP: OECD, National Accounts of OECD Countries, 1976 


Imports: UN, Commodity Trade Statistics, ITC International Trade Data 
Bank. 
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CHART 6.1 


PERCENTAGE DISTRIBUTION OF OECD IMPORTS BY MAJOR SOURCE OF SUPPLY 
i ch hs esa a ta ech da ape stenabahaiate ta ec ANNE) Nee sleet 


OTHER CQUNTRIES 


90. 
SS bate Ge [ETA ee 
a ae ns 
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source: UN Commodity Trade Statistics. 11TGs International 
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Reflecting the weight of trade in the Canadian economy, Canada's 
share of OECD imports still remains higher than its share of total OECD 
population, or indeed of the OECD's total output whether stated in current 
or constant dollar terms (Table 6.4). 

TABLE 6.4 
CANADA AND OECD: 
RELATIONSHIP OF SELECTED INDICATORS, 1976 


(Percentage Shares) 


Canadian share of OECD Imports 


$ current 5 ey 

$ 1970 6.3 
Canadian share of OECD output (GDP) 

$ current 44 

$ 1970 Nee 
Canadian share of OECD population 30 


Source: Based on UN Commodity Trade Statistics, ITC International Trade 
Data Bank. 
OECD, Main Economic Indicators 


6.4.2 Canada and Its Main Geographic Markets 


The predominance of the United States market as an outlet for 
Canadian sales is well known. From the comparative data shown in Table 6.5 
some 75 percent of all imports recorded by OECD countries from Canada are 
accounted for by the United States. Significantly, this reliance by Canada 
on the U.S. has increased from 65 percent a decade and a half ago. At the 
same time, U.S. imports from Canada grew at a pace of 15.3 percent annually 
which was only a little less than the expansion of the U.S. market itself 
(15.5 percent). The U.S. expansion in turn was only just higher than the 
average OECD rate (15.1 percent), but below that of large importers such as 
Japan (19.0 percent) and France (16.5 percent). 
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TABEEY OR 


GEOGRAPHIC DISTRIBUTION OF CANADIAN SUPPLY AND MARKET GROWTH 


United States 


Japan 
EEC (9) 


United Kingdom 
West Gennany 
France 
Italy 

Other OECD 


OECD (Total) 


United States 


Japan 
EEC (9) 


United Kingdom 
West Gemmnany 
France 
Italy 

Other OECD 


QECD (Total) 


A. All Conmodities 


Distribution Growth of Imports —__ 
Imports from Canada __ (Average Annual % change) 
1962 19671976 1962-67 1967-76 «1962-76 
(%) Total Total Total 
Country Count ry Country 
Cda. Market Cda. Market Cda. Market 
64.9 70.4 Vie ac a) 1059 15.9 18-3 15.3 15.5 
4.5 6.6 7.6 21.1 bs Rag) Bera) 20:9 18.4 19.0 
2529 NSRP BT sbests) 539 CIR) 10.9 18.0 Sheu 14.5 
6.6* 17.20% pM ea! 
Te 12sD 5.8 Dad oa 5.8 13.6 gD LL 3 
3.9 2.4 256 aly) dee Gas 1927 10.8 layed! 
BUS PO aay! 6.8 1055 PA 20.0 Lost 16.9 
1 ees 1.4 1.6 14.4 og 16.5 aes) py i5.0 
4.7 3.8 363 7.4 Eve Loa vey Aas yi aD boa 
100.0 100.0 100.0 12.4 10.0 15.2 1ig3 eal 14.1 a rece 
B._ Manufactures 
1962 1967 1976 __ 4962-67 1967-76 1962-11976 
(%) Total Total Total 
Country Counrty Country 
Cda. Market Cda. Market Cda. Market 
T2e0 CUA? 81.7 16.6 1333 L535 16.4 1539 L503 
1.7 Sac Sad 30.6 14.6 ihe l SSO 20.4 17.4 
2200 16.0 u220 dee 9.4 ee 18.0 SY) 14.8 
da2e LS. o% rei 
Ws 2. doteo 526 633 8.9 6.0 So One By aT) 
Zak 1.4 2.0 5.4 Sez se 20.8 14.1 76. 
wail, O59 Leo Ze 8.9 1B Fes Liss 14.9 14.3 
1.0 0.9 1.0 28 8.9 be PS) din 14.9 14.3 
2.8 3.5 3.0 20.4 15 23 12-8 L635 15.4 64) 
100.0 100.0 100.0 BES ALY Lie eet, es 14.9 Lee 


*Excluding intra-trade by EEC members. 


Source: UN Commodity Trade Statistics, ITC Intemational Trade bata Bank, 
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Considering the period since the later 1960's, it is useful to 
focus on the situation in manufacturing commodities. During this period, 
Canada's share of U.S. imports decreased from well over a quarter to 22 
percent (Table 6.6). There is also increased reliance by Canada on the 
Uo. This’ is shown by the ‘shift~ from’ “77 to G2 "percent “of 411° OECD 
purchases from Canada which are accounted for by the United States (see 


again Table 6.5). In terms of growth rates, U.S. imports from Canada 
developed less quickly (15.5 percent annually) than the total U.S. import 
market for manufactured goods (16.4 percent annually). The U.S. import 


market, in turn, grew more slowly than imports of the industrial countries 
at large (17.3 percent). 


A second market on which Canada has increased its reliance has 
been Japan. Of all OECD country purchases from Canada, Japan accounted for 
4.5 percent in 1962, a figure which grew to 6.6 percent by 1967 and 
continued to rise to 7.6 percent by 1976. Japan's market growth of course 
was well above average throughout, but Canadian sales to that market were 
unable to keep abreast. In manufactures, Canada did increase its sales at 
a faster rate than the market between 1962 and 1967, but was growing at a 
that time from a low base. Since 1967, Japanese imports of manufactures 
from Canada rose by 15.1 percent per annum while its total purchases of 
manufactures grew at a rate of 19.0 percent. 


In 1962, Canada supplied 4.7 percent of the imports by those 
European countries which now comprise the EEC (intra-trade excluded). By 
1976, Canada's share of the Community's imports had slipped to 2.8 percent, 
although the market, exclusive of intra-trade, still represents a very 
sizeable target of nearly $174 billion (see Table 6.6). Manufactured 
products sold by Canada experienced a smaller relative decline, falling 
from 4.5 to 3.1 percent between 1962 and 1976 in a market of over $96 
DELLION: 


The most noticeable change in Canadian participation has been 
with respect to the United Kingdom. In order to show Canada's 
participation in its broadest context, import data for Britain and other 
major EEC members includes intra-EEC commerce (in contrast to the total EEC 


data in which it is excluded). Thus, some 7.8 percent of total U.K. 
imports originated in Canada at the beginning of the period. By 1976, 
however, Canada accounted for only 3.7 percent of U.K. requirements. U.K. 
imports still remain at a very substantial $56 billion in total. For 


manufactures, Canada's participation differs little from its pattern for 
all commodities.The downward trend is about as steep, and the shares are 
only slightly lower. 


Canada's share in the West German market eased from 1.8 percent 
of all imports in 1962 down to 1.1 percent in 1976. A comparison with 
shares for manufacturing suggests that primary products have lost ground 
somewhat more quickly. 
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In both France and Italy, however, Canada has held a more 
favourable position, although market shares have been very low. In France, 
Canada has effectively held its position at 1 percent over the 1962-1976 
period, and has slightly improved its position with respect to manufactures 
(from 0.8 to 1.0 percent). Canada's share of Italian imports has grown 
very slightly both for manufactures and for all commodities in total. 


in general, 1t can be noted@that inthe U.Ss, asmwell as in other 
major industrial countries, Canada's overall share has generally slipped 
and in almost all cases there has been a faster decline in primary than in 
manufacturing shares. 


6.4.3 Areas of Canadian Strength in the OECD 


The various broad sectors in which Canada has increased its share 
of the overall import requirements of the industrialized countries are 
shown in Table 6.7. Initially itashould@be=noted= that yin sspite ofs pits 
resource endowment, Canada has not, over the 1962-1976 period, increased 
its market share in any of the broad primary categories such as 
agriculture, forestry and fishing, or mining (i.e., minerals, fuels, or 
non-metallic ores). Nor has Canada's share risen for manufactured products 
aS a group. There has, however, been a number of manufacturing industry 
groups, amounting to about a third of all Canadian supply, where shares 
have generally risen since 1962. The largest of these are transportation 
equipment, ($7,030 million in 1976), machinery ($2,444 million) and food 
($1,533 million). The value of other industry group sales is fairly small 
by comparison. 


In order to assess Canada's relative performance in manufactured 
goods in somewhat greater detail, data for all 20 major industrial groups 
within manufacturing are presented for a period of years in Table 6.8. [In 
conjunction with this information, the industrial distribution is given for 
both OECD imports in total and those supplied by Canada. The longer term 
average annual rate of growth for 20 groups of OECD imports is also shown. 


From this it is seen, in a majority of industry groups important 
to Canada, that Canada has a proportionally greater weight of trade than 
the OECD. Over 30 percent of all OECD imports from Canada, for example, 
consists of transportation equipment, while only 14 percent of total OECD 
imports needs fall in that group. Or again, about 3 1/2 percent of OECD 
imports take the form of wood products, but wood products comprise nearly 
18 percent of OECD demand for all Canadian manufactures. Among the four 
largest groups from the standpoint of Canadian participation (wood, pulp 
and paper, primary metals and transportation equipment), transportation 
equipment has been alone in the OECD in expanding at a faster pace than 
OECD imports of all manufactures. Between 1962 and 1976, the average 
yearly growth of manufacturing imports has been 15.2 percent; for transport 
equipment, the increase has been 19.5 percent. Of ther four groups, 
Canada's share 1962-1976 has risen only in transportation equipment, and 
within the period as a whole, declined for that group over most of the 


1970's. 


TABLERO. 1 
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RISING CANADIAN SHARES OF OECD IMPORT REQUIREMENTS 


1962 1967 1976 
Total Total Total 
($US ($US ($US 
Mish Cda. % MilieyeniCda % Mili)" = Cdar % 
Food & Beverages 11,325 281 es 15,9605. -5ONF =” 35/0 sheet > Oem ee 
Tobacco 83 Ons es) OFZ TESYS) 357 0e4 
Rubber & Plastics 620 Sh wala 1,435 By hall 8,591 338 3.9 
Furniture (incl. 
auto seats) 213 1 0.5 550 30 «655.4 Wal? 7. 225) DD 
Printing & Publish. 483 Bee nO 935 6) 1.4 Boe iki i s 
Fabricated Metals 1,867 Sy eect 2.633", Bele eee a. CE ulon oer Sistemas eta) 
Machinery Te | 782 Bash P44 3537 SOCI Mi 456.488 4e2 tae 
Transportation 
Equipment 5,496 12 ers 12), SHO" 563° “12. 2m 60, 550 a7, 0 80 ahi 
Non-Metallic 
Mineral Products 1,215 20 eas 1,987 32 ee 7,741 195 54.255 
Petroleum Prod. Celeb: 19 Os. 4,409 15 witless) 27,540 339 ve lice 
a) Total of above 32,436 671. 2:1 56,480 3,062 5.4 236,443 12,742 5.4 
b) Total imports 95,537 5,619 5.9 153,809 10,080 6.6 684,783 35,616 5.2 
(eB) ends 199) 34.0 A) 3067 3054 SU ale Sats) 
ec) Total imports 
less ‘energy 66, 100° 5,311 66.1. TT) 738" = 9y5208 677 B559e50on3{0;7OGmeo > 
emia tent Key, BOO. ete. 6 3056 ese Koes Bee 


Source: UN Commodity Trade Statistics, ITC International Trade Data Bank; data 


classifed to sector groups by IT&C. 


Two other large OECD import groups with significant Canadian 
participation have grown at above average rates as well: machinery at 15.5 
percent, and chemicals with an increase of 17.2 percent. In the machinery 
field, Canada increased its share from 2.4 percent in 1962 to 4.3 percent 
by 1976, while that for chemicals moved to a lower level. Among the 
smaller areas of Canadian participation, rising Canadian shares are to be 
found in 5 groups where above-average OECD import growth also occurred: 
tobaceo products (16.8 percent average annual market growth 1962-1976) ; 
rubber and plastics (20.7 percent); furniture (23.7 percent); fabricated 
metal products (16.4 percent) and petroleum and coal products (15.7 
percent). 
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A summary of growth areas and Canadian participation according to 


commodity sub-groups appears in Table 6.9. Of some 225 sub-groups 
considered for analysis, above-average import growth by the OECD as a whole 
occurred in 119. By value these accounted for two-thirds of all 


manufacturing imports. That is, 119 commodity sub-groups (including four 
one-commodity industries) expanded during the 1970's at a rate equal to or 
faster than the group to which they were classified. Their value 
represented some $317 billion compared with SUV Ole biLiion for veal. 
manufacturing imports. 


This is not to say that Canada's share rose in all the growth 
items. When Canada's record over the past 10 years is considered in terms 
of retaining or establishing a greater share among these items, a compara- 
tively small percentage of total Canadian sales emerges. Of that. :total 
Canadian supply, rising Canadian shares in growth items amounted to about 
$5.6 billion spread over some 50 sub-groups, or 22 percent of the total 
Canadian supply of manufactured goods to the OECD. 


Overall, however, Canada had a rising share in a total of 88 
sub-groups, i.e. in 38 others in addition to the 50 just noted, where OECD 
growth did not exceed average group rates. Viewed on this basis, Canadian 
participation |. stood “at: ‘over $9 » billion, # or .38 percent of = total 
manufacturing imports from Canada. In broad terms then, Canada has fared 
comparatively well in a number of industries even when measured from the 
later 1960's when shares tended to be fairly high. Thus, furthers sales 
opportunities may be available in areas where faster market expansion is 
the order of the day. 


6.4.4 OECD Imports: Canada's Major Competitors 


Before turning to an examination of Canada's role outside the 
industrialized countries, it is relevant to establish which countries and 
areas have represented the major competition for Canada in supplying the 
OECD import market. 


Table 6.10 shows that Canada ranks fourth as a source of total 
OECD commodity imports, behind the United States, West Germany and 
France'. In manufacturing, however, not only does West Germany emerge as 
the largest importer ahead of the United States (Table 6.11), but Canada's 
role as supplier moves to ninth place, after Italy and Belgium/Luxembourg. 
In spite of this change, Canada's share remains at 5.2 percent of both 
total commodity imports and manufacturing imports, and reflects the 
relatively greater role of primary resources in Canadian supply. In 1976 
for example, about 70 percent of Canadian exports were of manufactured 
goods compared with 77 percent for the U.S. and 93 percent for the EEC. 


= 


1 


——— = 


=- 


Rank is based on average dollar values of imports for the years 1974 
through 1976 inclusive. 


- 130 - 


"ot Aq sdnoxz6 [e10}0eS OF PETJISSeTO ejep ‘yueg eEq Sper, TeuoTIeuISQUI OLI “SOTISTIEIS SpertL AQTPOUIOD NN UO peseg :eOmmOS 


*HutTpunoz 07 ap pope ATIOexS Jou Aeuw sTe}JOR WNTOD :e30N 


88 $906 0S 6SS'S OTT 6T0’LT 61z Z°s GOL’ FZ 6It p9L ‘OTE St Lbt‘SLE TEqOL 
ib LE 9 SL Git p8T GS 6°0 CLC Gil €00‘EZ GE 6LT‘TE “polg peamnqcejmuey *OSsTW 
9 cot e ELL L Z70°T 8T Ga LES’T ib 9EC 87 81 868 ‘8p szonpoid 3% STPOTWSUD 
Zz Se i OcE i CzE € Ca 6€ T 796 ‘SZ € OFS ‘Lz sq7onporid TeCD 3 uneypToxjed 
9 LOT v € S Sv 6 GEC S65T S TIT’S 6 TeL‘L “poid TeEACUTW OTT TEIIN UON 
S ce = = v 67 al iP S60 v 952 ‘07 PT Tica96 sqonpoddg TPOTr45eT A 
8 919'Z p 78h ‘2 8 STp‘L PT STE PELL OT C6¥‘LS yt 0sS’99 quoudtnbg uotzeqodsuez, 
L 9€S 4 SPL OT Cole L (KE Sey, €vy'z OT 0f8 ‘7 CC BER‘9S AzeuTYDeH 
TT L8p L OLP OT S¢cS NE Gs 7GS OT 9PG’ET T LZ9‘ST sqonporg [TeAW pozFeotidey 
9 PES 9 VES eT Orel 8T s°s 89E"Z sas y6S‘CE 8T S6L‘2Y sjonporg [ejay Atewtig 
i LE i E T LE it EXG fejh i tec i Sige Sutysttang 3 butTszutag 
Z €STt‘Z t Le Z CEC € 6°92 86C'F Z 788 ‘OT ig 6e ‘OT dedeg 3 dpng 
T NEE, % NOG T 907 i os IGE I Lev‘? T Leu O2N4 TLUIN 
(A T = = G T6¢ S L°6t CEOKC G OT0’F S L6Z’0T SZONporg Poco 
T € = - € 6S S 9°0 9 € TL6‘c S TIO ‘OT HUTLROTO 
= = = = 1 L i Ew L it €LS‘9 i €LS‘9 sqonporg [Tt Sut331tuy 
9 6c v v 6 TS vas v°O DOT 6 96T‘PT SU 60h ‘SZ sqonporg eT T4xeL 
C al z (EU € UG 9 EO SS v GETS ie €60'8 szoNpordg TeyzLes] 
u €9¢ i SIS € BES 9 One LEE S COT‘L it T6S’8 soTasetd 3 AecqTy 
iu € T € iE € 1 v°0 c it SELL 1 €€l sqonpord oooeqoL 
EL 90% v OTT 02 7b8 Op O°€ Ses’T 0z SOE “HZ OF €8L‘TsS sobezeneg 3 Pood 
1008S 
GhazaS.) «= SuOTTTTM §©6©9sdnoaH §«‘SuoTTTmm Sdnozb SuoT;~m sdnoab areyS SUOTTTTW sdnoih suoT[T[M sdnoib ‘suotT Tm 
—g7s sn $ —gns sn $ —gns SO $ —qns “UPD % sn ¢ -qns sn $ —gnas sn $ 
JO # JO # JO # JO # JO # JO # 
91-L961 BS0X IO *sezeus 7 a0499S) Juezed 
“9L-L96T 9SOr PToy ezeys “UPD Butmorb 133sej uey asqsej 
1O pTey ezeus azeum sdnoz5-qns IO eTqejS UAIM ZO 03 Tenbs 
“UPD YOTUM dodo butmo1rS rz sdnoxzb-qns dogo *ozeys 9L-OL6T UqMorb 
ut sdnoib-qns -jsey 20 eTGeqS ut uoTIedtoT{7ed UueTPeEUeD % U3T sdnoxrb-qns 
Tre FO SUTEA ZO OOTRA *UPO “UPD FO _SNTEA pue MTeA 9L6T JO # PUL ONTEA SQTeA 9L6T 
epeueD worry TEIOL 


SHYNLOVANNVW JO SLYOdWI GOdO dO NOILISOdWOO ‘TWHOLOYS 


6°9 ATAVL 


- 131 - 


862 
€8h’ p89 


9L6T 


8°e 
b79'7Z 
EGO 
Sor 29 


6°ST 
¥S9’ 46 


Ge 
6b6'TL 


(5° Qs 
90S‘6TZ 
6°€ 
cSbh ‘Ez 
e°? 

08 ‘SZ 
Os? 
ZELAEC 
Ler 
066‘LZ 
wy 
6LS‘0€ 
0°S 
SL6’62 
0°9 
€06'SE 
Seen 
ZTT‘99 
Cau 
87969 


6S2 
€8S‘S6S 


cL6T 


OEE 
9S7'TZ 
Call 
bSp‘99 


Seo 
ySL‘L6 


ORCL 
788‘0L 


6°SE 
6bb' 717 
0°? 
7S8’EZ 
6°€ 
ST0’EZ 
Te 
912° ve 
Ss"? 
TSsb’9Z 
6° 
19062 
(E48) 
776’0€ 
8°S 
O10’ bE 
ee 
Se6‘99 
Seep 
g88'9 


8SZ 
oss‘ Tés 


pl6t 


IS 
p88‘ PT 
Salat 
pee ‘8b 


S*8 
S8P‘SE 


O° yt 
L8p‘8s 


c*OP 
pS8 ‘LOT 
Sav. 
pe6 ‘ST 
o°v 
LOE“8T 
b°P 
90% ‘ST 
Cas 
6LS 12 
es 
p82 ‘1? 
Las 
ST8’€Z 
oaS 
SLb’LZ 
Eee 
096‘2S 
0°?cT 
€87‘0S 


cesT 
BrS‘LTh 


€L6T 


Sac 
760‘OT 
OSUL 
C9E ‘EE 
0°8 
Tees he 
SyeSIe 
OLT’Th 
9°OF 
yy aaa! 
9°F 
vIS‘€T 
8°P 


6L9'bT 


eS, 
TIp’ST 
TAS 
796 ‘9T 
6°% 
L76‘bT 
9°9 
L6E‘6T 
ss) 
ZTT‘0Z 
Sree 
9¢e’Le 
0°?cT 
6pP‘9€ 


cet 
LEZz‘E0E 


ZL6T 


*yueg eIe ape, TeuoT}eutequT QL ‘SOTISTIEIS speIL Tpawn nn :eamos 


*XayxIML SOpNTOXe pue [SIs] sepnTouT - seTwoucog joyIeW SutdojTaneq Jano ‘py 
* (S@TTTIUy SpueTrSuyEN euQ *b°e) SaeTWOUCde pezeTSI-[TO JeTTeEws TeTanes WWTA Isqyed5o3 Oddo JO STequau ET HY SEPATOUT - DadO °E 
*sqyiodit Gogo JO obejuecored [Tews AqaA e ate [aheT [E}09 SUA We YOTUM 

qnq AquNCO of Se PeTJISSETOUN suBQyT sMOsUeTTSOSTU ATM AeujehoR AsyINL SepN{ToOuT pue ‘Teers]T sepnyoxe - satTmoucog jexTew pedojTanag JaN0 °Z 


€°€ 
LOD‘L 
Guck 
L66‘LZ 


ours 
Lev‘9T 


sec 
8L8‘0€ 


0°6£ 
679'68 
0°? 
88T‘OT 
hy 
EXE “OT 
ay 
608 ‘6 
GES 
T8S‘€T 
Ser 
97€ ‘OT 
8°9 
€6S‘ST 
Ons 
6p ‘ET 
ieee 
€78 ‘LZ 
8°€T 
€pl‘Te 


Oot 
€SS ‘677 


OL6T 


Sue 
826°9 
Pech 
PBL ‘bz 


pee 
pS8’PT 
Cael 
0z€’9Z 


Ecc 
8L6/9L 
vp 
078‘8 
9°P 
Z2T’6 
6°E 
S5tae 
T'9 
Cima 
€°? 
SPL’8 
6°9 
€p9‘ET 
LEAS 

00 ‘TT 
8°TT 
067‘EZ 
O°PT 
06L‘LZ 


L8 
OTO’66T 


696T 


(°S°N SUOTTITW $) 


*BTARPTSOHNX pue pueTeeZ MON SPNTSKS 796T A0J BRET '*T 


:SUOTAZEOTJTSSTeO ATJUNOCO pue |de1zarod uo Bay 


0°P 
780‘9 
6°27 
TL8‘6T 


0°8 
ESC cL 


PrET 
999‘0Z 


ple 
OLS‘LS 
0°? 
LET’ 
by 
T69°9 
as 
0L0°S 
eas) 
6b8‘6 
Cay 
90¢’9 
ys) 
080‘0T 
v5S 
987'8 
Cou 
etc Lt 
b° oT 
S07 ‘2 


L9 
608 ‘EST 


L96T 


A‘lddNS dO SHOYNOS YOCWN SHILIGOWNOD ‘TIV - SLYOdWI dodo 


OL°9 ATaVL 


Vee 
G7z‘€ 
6°ET 
pLz‘ET 


oc 
£618 
Sac 
L78‘¢T 
0°9E 
9LE‘VE 


Cee 
9LS‘€ 


aIEUS % 


setTmoucog peuuetd ATTe14uUSD 


QIEUS & 
SeTUDUCOT 3oyTEW 
Sutdojosaqd 2330 

SIMIS ¥ 
O3dO 

azeYS § 
SOTWOUOOZ FOP 
pedoTaseq re u30 

AXTEUS Y 
6 39 Dad 

azeys & 
Brmoquexn7/ units {ag 
QIEUS ¥ 
ATER 
QILUS % 
uede 
DILES 
wopoUTy FIV) 
aTeUS % 
SpLeyTqAIsa 
ATES 3 
PpeueD 
aIEYS % 
wourlzy 
areus % 
Aueuwe9 3534 
azeus & 
SaqeqS PIII 


OOT=0L6T X@PUT 
Te3aL 


- 132 - 


“ued B7ed Sper, TeuoTeurequy OLI ‘SOTISTIEIS sperL AQrpaullng un :aomog 


; *XaxANL, Sepnyoxe pue Teersy SepnTouT — setwoucog JexTeW burdotTanag zaNoO °* 
(S®°TTTIUY SpueTzayEN euW °6°a) seTuoUDD| PexeTar-TTO AeTTeus Tetanes uytm Taujaboy oqqo au JO sioquew €T 3n pete - Dado 
*sqzodut Gogo JO Jueored z ue SS8eT are [Teast butmmjoeznuew ; e 
wrtys 3nq Arjun 03 se petzTssetoun SUS} SNOSUeTTSOSTW UFTM Jay3ab6oj AexImL sepntoutT pue ‘TeeISI SepntToxe - seTwou 00g qoxrE; Sarees “4 
“WTARTSOHNA pue PUeTReZ MAN AONTOXS 7961 OJ ejEg ae 
sSUOTIEOTITSSeTO ATQuNCO pue aheranco uo ajoN 


9°¢ 4 : 
9°€ s°€ £°¢e 0°e 6°Z ° ° 
beT‘LT ‘ ’ Le 9°€ T’e azeys 
CTL’ dT Ove’ PT 669‘ 0T 0 a O€T’S SSL‘P pOl’b p£0’z seTwoucog 
0°OT S*6 10 peuueTd ATTer3uED 
‘ z T 9°6 L°8 6°8 YY ° . 
€98°L> ‘ ‘ c°6 €°6 S°6 SIEUS % 
60S‘6£ Lvs ‘Ib 958’ 0€ TSS‘0z 6SL‘ST 796'ET 99S‘0T 8927'9 SeTWOUCOZ 3ayIEW 
z°z ButdojTaiag 23839 
6°T pz Gar ext 9°T ; : 
9TP‘OT ‘ gat Or? Cis OxEUS % 
1z8/L 80T‘OT 86L‘b pIO‘E ZBL ‘Zz Z6b/Z 692 ‘Z 60T‘Z Dado 
o°er Z°PT Z*yT T°ST 9°bT pvt Z°PT 6°bT O°LT BIPUS & 
709°S9 SZ7L‘8S 076’8S 9Z7L‘8P Tov’ ve yIp‘sz $89 ‘Tz €66‘9T ECT Att SOTOUKT ExT 
valojTanag ARNO 
6°97 2°8b O°Ly 8°Lb 8°Lb S*9F 8°Sb b°Sb "by areys % 
607° 9c L08‘66T TEL‘ p6T Spb’ PST $98 ‘ZIT 6L6‘T8 69869 Tre ’TsS 62162 6 JO oa 
Cae: L*b 0°s r°s 19 s*9 8°9 €°9 p°S areys % 
S9L° 92% LI9‘6T 67S 02 ¥0S‘LT LOS‘ PT Olr ‘TT OTE OT P8T/L TSG7¢ PpeUeD 
ay €°S S°s S°s S°S v's v°S 6°P 6°» aTURS 9 
v16 $2 TL0‘22 919‘2Z €06‘LT b20°€T 9756 9%Z'8 z€9'S B6T’E frnoquexny-unt 5toa 
ee L°s z°S E°S 8°S 7's S*s 2°S UP aIeYS & 
€96°SZ LOPEZ TzS'Iz TET COT €99‘ET STS’6 FTE ’8 SP6'S €89‘Z ATeHI 
ae L°s 8°S 9°S v9 S°s 0°s ae seks aIeYS % 
€Ll OE OTb ‘Ez Lve‘€Z 8YT‘8T Pieict 1S9‘6 98S‘L 1S6‘P 640'Z uedep 
oe 0°9 0°9 9°S €°s o°s e*y L’y 8°h OTEUS 9 
r€t 8e So6'bZ OLL‘ bz pLI’8T 29621 L8L‘8 L9E‘L 9sc'S pPT‘E SPUPTAOUION 
ee €°9 0°9 €°9 8°9 €°L SL 0°8 9°8 OILYS % 
c€F 62 22297 €£6'bZ TI€ ‘0z €20’9T 88L’2T php‘ It 8LT'6 0279'S wooSuty pay 
co 9°L OrL cL €°L S*9 19 19 T°9 QTEUS § 
TS9° bE gee TE 680'6Z 6TL’EZ 66T’LT 91S ‘TT ZS€'6 0L6’9 666‘€ soue ly 
O° et arg! pie 8°TT Tzt 8°€T €°vT €*bT €°FT areUs & 
s6z°cs 0L6’0S SEZ‘ 0S €90‘8€ 9€9'8Z LOZ‘ $2 pL8‘TZ TT€‘9T 98€ ‘6 sazeis peqtun 
ot z°ST p°ST List z*ST 0°ST 9°FT ZT L°et OTLUS % 
OO'TL 166‘29 TL6‘€9 6S8‘0S 808 ‘Se 687 ‘92% 961 ‘ZZ €2Z’9T 810‘6 Auewtea) 3s 
Tle Sez SEZ €8T pet 0OT 98 s9 ge OOT=0L61 XepuT 
LPc ele ZLS‘bIb LSS‘ PIP 6€7EZE 787‘ 9€Z Zh‘ OLT €€S/ZST STZ‘ PTT €0L‘S9 TEIOL 
9L6T SL6T PL6l €L6l ZL6T OL6T 6961 L96T Z96T 


(*S°N SUOTTTTN $) 


AlddNS dO SHOYNOS YOPVW SLONGOUd CHYNLIOVANNVW - SLYOdWI dd4O 


LL°9 ATV. 


- 133 - 


Canada's relative position as a supplier of manufactured goods 
has been rather more stable than its sales of all commodities. MThat is, 
downward changes over time have tended to be somewhat smaller in manufac- 
tured products, moving between 1962 and 1976 from 5.4 to 5.2 percent 
compared to a change from 5.9 to 5.2 percent for all items (Table 6.12). 

TABLE. O-a2 
SUMMARY OF CANADIAN SHARE OF OECD IMPORTS: 
ALL COMMODITIES AND MANUFACTURED PRODUCTS, SELECTED YEARS 


(Percentages) 


1962 1967 1969 1970-1972 1973. 1974 1975 71976 


amee=ee=e j«aeee==p o «<asu=murss= =aeeweumme =]Ss==—Tw <S5ES= = "SSS SSS w 


Canadian share 


All Commodities 5.9 6.6 6.9 6.8 6.4 


Canadian share 


Manufactured Products 5.4 6.3 6.8 6-5 6% 


Source: Tables 6.10 and 6.11 


At the level of total trade (see again Table 6.10), Canada's 
share among industrial suppliers has been affected by the emergence of 
Japan. Up until 1974, the present members of the EEC had also been 
increasing their relative position with the notable exception of the U.K. 
However, from 1974, the action of OPEC shifted the bulk of relative growth 
away from the industrialized countries at large. The share of OPEC all but 
doubled to 17 percent of OECD imports between 1973 and 1974. In the light 
of this change, the relative position of the United States continued to 
show a decline that had in fact already been established. The share of 
U.S. supply stood at 15 percent of OECD imports in 1962, fell to 12 percent 
by 1973 and afterwards eased somewhat below 12 percent. A similar pattern 
holds for the group of developed countries outside North America, Japan and 
the EEC (9), and for the developing countries other than OPEC. The 
position of the centrally planned economies has altered little, hovering 
around 4 percent over most of the period. 


For manufactured goods, (Table 6.11): the role of the oil 
producing countries is a very limited one (about 2 to 3 percent of OECD 
imports of manufactures over the entire 1962-1976 period). Consequently, 
with refining capacity spread variously around the industrial world, 
distortions due to energy price rises are not substantial compared to total 
trade data which include primary products. Further, the percentage of 
refined petroleum products imported by OECD members is not itself large - 
some 5 to 6 percent of all manufacturing imports. 


= ee 


The magnitude of relative changes among major OECD suppliers in 
the area of manufactured goods has not in fact been very large over time. 
Japan did double its share and more. But in terms of weight, it accounted 
for only about a 3 percentage point increase advancing from 3.1 to 6.4 
percent over the 1962-1976 period. The EEC (9) also increased its share, 
from 44 to 47 percent; but, interestingly enough, showed no obvious 
relative gain as a supplier due to the expansion of its membership from 6 
countries in 1973. The share of OECD manufacturing imports supplied by the 
9 countries in 1972 was 47.8 percent, the same figure recorded for 1973; 
and 47.0 percent in 1974. 


The importance of the non-oil developing countries and of the 
centrally planned economies increased marginally over the 1962-1976 period, 
while the main competitive losses were absorbed by the United States (over 
14 percent in 1962 to 12 percent in 1976), by Canada (5.4 and 5.2 percent), 
and by developed countries apart from North America, Japan and the European 
Economic Community (17 percent and 14 percent). 


6.5 MARKETS OUTSIDE THE INDUSTRIALIZED COUNTRIES 
6.5.1 Overview 

Markets other than the OECD are estimated to account for approxi- 
mately one third of global imports, or nearly a third of a trillion 
dollars. Based on current values, the share of the non-industrialized, 
oil, and centrally-planned economies together with a grouping of other non- 
OECD countries, has in all declined somewhat from about 36 percent of world 
ee in 1962 to 32 percent in 1976 (Table 6.13). 

TABLE 6.13 
NON-OECD COUNTRIES AND GLOBAL IMPORTS* 
($7 USS. Bil Lions) 


1962 221967 :-~9969" > 1970 -1972aEs1973 ehIGT ls 1975s 1976 


Non-OECD Imports 53.5 70.9 S51 96.27 12343 $167.62) 2530; 230050 <« 324.3 


Global Imports* 149 02522047 2284 1s 32566" " 426258) SO5 geek om 895 [675100921 


% Share Siow) B10 30.09 . 29n5 ae 28.9 eg. 6 2920 StS Bewt 


Canadian! share of 
Non-OECD imports 1233 Sof 1.4 1.8 1 ats: 1.6 i= PRS 1:4 


Excludes Centrally Planned Economies of Asia. 
Based on export data. 


Source: UN Commodity Trade Statistics, ITC International Trade Data Bank. 


UN Monthly Bulletin of Statistics 
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Since the trough year of 1973, when a low of 29 percent in the 
longer term downward trend was reached, the non-OECD share of global 
imports has generally increased. At the same time, Canada's sales 
continued to be a small proportion of their total offshore requirements. 
Canadian sales to these nations have in fact tended to decline since the 
middle 1960's. By 1970 the Canadian share stood at 1.8 percent, and 
subsequently moved downwards to 1.4 percent in 1976. 


Based on OECD exports to the developing, the oil and the 
centrally planned economies together (Table 6.14), the Canadian share has 
also tended to decline slightly, from 2.5 percent in 1962 to 2.3 percent by 
1976. High points were in the order of 4 percent in the mid-1960's, 
largely reflecting agricultural sales. In manufactured goods Canada's 1976 
share was unchanged from its 1.6 percent level of 1962 although in the 


intervening years there was some modest fluctuation. For the recent 
period, there is a downward movement in Canada's relative position between 
1970:-and B1973:; During these years, the main advances were registered by 


Japan and by other OECD countries outside North America, Japan and the EEC. 

As the information in Table 6.15 suggests, 1977 did not bring a 
reversal in this trend although Canada's share in the exports to the oil 
producing countries during 1977 did narrowly improve. Relative to all OECD 
exports to the oil economies Canadian sales increased by about 25 percent, 
while OECD sales rose a little less than 23 percent. 

TABEERO 5 
DIRECTION OF CANADIAN AND OECD EXPORT EFFORT - 1977 


(% change from 1976) 


Exports to: Canada OECD 
Developing Countries (ex oil) 3.4 1525 
Oil Economies un CERT | 
Centrally Planned Economies caoki pelea) 

Total 5.4 yee 


Source: Based on OECD Series A, Exports by Country 


Increased Canadian sales were primarily the result of gains in 
Venezuela and Algeria. Modest gains in the developing area reflect some 
improvement in sales to Asian countries, and generally lower sales in Latin 
America and Africa. A decline in exports to the centrally planned 
economies is centered in grain sales to the U.S.S.R. Sales to China in the 
meantime rose quite substantially, but not sufficiently to provide an 
offset. For the major non-OECD areas as a whole, total Canadian exports 
rose by over 5 percent in 1977 while those of the OECD expanded by more 


than 15 percent. 
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Based on the generally increased importance of trade outside the 
OECD since the early 1970's and Canada's essentially marginal partici- 
pation, there appears ample scope for sales expansion which was only partly 
realized in 1977. 


6.5.2 Developing Countries (Excluding Oil Economies) 


Export data in Table 6.16 show that Canadian participation has 
tended to rise in the developing countries other than the oil economies. 
Total Canadian sales increased from about $320 million in 1962 to $2,140 
million by 1976, or a share of all OECD sales that is now higher by half a 
percentage point than the 2 percent figure of 1962. The largest relative 
gain, however was achieved by Japan whose share moved from 12 percent to 
nearly 24 percent. The two largest suppliers, the EEC and the United 
States, saw their dollar sales rise substantially but their shares decline. 


Other smaller members of the OECD experienced a minor gain, 
increasing their collective share from 9 to 11 percent of total OECD 
exports over the 1962-1976 period. 


In the area of manufactures, very similar patterns are in 
evidence (Table 6.17), except that over the 1962-1976 period as a whole the 
Canadian share held stable. Canada's rising share at the overall level 
obviously reflects our performance in primary products, notably wheat 
sales. 


6.5.3 Oil Economies 


Canada's share of OECD exports to the oil economies declined from 
1962" to. 1976 (Tabire 6.13)% More recent export data suggest a small 
relative improvement in 1977 on the part of Canadian suppliers. Prior to 
1977, patterns of supply among the main OECD-membes were broadly similar to 
those of sales to the other developing countries; that is, EEC and the U.S. 
predominated but experienced declining shares, while Japan in particular 
Showed an increase. Other OECD countries as a group improved their 
relative position in the market. 


Some different patterns emerge with respect to manufactures: 
Canada increased its share from 1.4 percent in 1962 to 1.6 percent in 1976; 
the EEC and U.S. shares declined, but much less _ so than for all 
commodities; Japan again expanded strongly, but the share of the remaining 
countries of the OECD underwent a drop of almost 5 percentage points to a 
tenth of total OECD sales (Table 6.19). 
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6.5.4 Centrally Planned Economies 


As depicted in Table 6.20, the EEC is the dominant external 
supplier to the centrally planned economies at 45 percent of total sales, 
but their share has dropped 6 percentage points from the beginning of the 
period (1962). Japan has expanded its exports substantially with the 
centrally planned area (both in Europe and Asia), and now has nearly 14 
percent of the market in contrast with 6.4 percent in 1962. The U.S. 
Similarly has shown very substantial expansion as a supplier, largely the 
result of re-opening trade with China. The American share has risen from 4 


percent to 11 percent between 1962 and 1976. Canada appears to have 
undergone a substantial decline as a supplier in spite of grain sales in 
recent years which have generally been of a sizeable order. Other OECD 


members, largely in Europe, have declined in importance but still make up 
27 percent of OECD exports to the centrally planned economies. 


Canadian manufacturing sales (Table 6.21) enjoy a stable but much 
smaller proportion by comparison with the all-commodity total. The EEC 
position strengthens rather than declines and U.S. market shares still 
increase,though (like Canada), at much lower levels than for all 
commodities. Japan shows little change from its rising pattern in total 
trade (virtually all Japanese exports are manufactures). For the other 
members of the OECD group, manufactures have declined significantly by 
comparison with their total sales. 
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CHAPTER VII 


THE UNITED STATES MARKET 


7.1 INTRODUCTION 


The United States accounts for only 10 percent of global trade, 
nevertheless it is still the world's largest international trading nation 
in absolute terms. Beyond its general importance in world trade, the 
United States is of special importance to Canada, with some 70 percent of 
Canadian exports going to the U.S. and about one-fifth of American exports 
coming to Canada. Because of this dominant role, this chapter deals 
specifically with U.S. trade and Canada's participation in it. The chapter 
begins with an overview of the U.S. trade performance between 1962 and 1976 
fy ere®alionutoe thewindustrialazed workd: and Pinstrelation to the U.S. 
national economy!. This is followed by an examination of Canada's share of 
U.S. imports by major industrial sector with special attention given the 
areas of strength in the key manufacturing sector. Lastly, a look is taken 
at Canada's competition both from other exporters to the U.S. and from U.S. 
domestic producers. 


7.2 SUMMARY 


Even though the U.S. share of trade among industrialized 
countries has remained relatively constant over the last decade and a half, 
trade has become of increasing importance to the U.S. economy. Las 
phenomenon is generalized throughout U.S. industry and has manifested 
itself in a considerably increased export orientation across almost all 
sectors of manufacturing, and a somewhat smaller increase in import 
penetration in a significant number of U.S. domestic markets. 


Canada's share of U.S. imports rose in the latter half of the 
1960's, primarily as a result of the Autopact but also in some part as a 
result of increased demand from U.S. involvement in Vietnam. Canada's 
share has since fallen off and by 1976 had returned to levels approaching 
those of the early 1960's. 


Wath weregards< (toe magorsmfindustria be sectors, your sishares of 
agricultural imports remained fairly steady over the 1962-1976 period, that 
of mining imports declined sharply, and our shares in other sectors, the 
most notable of which is manufacturing, rose in the late 1960's, declined 
in the early 1970's and then started rising again in the mid-1970's. By 
1976 they were up slightly over the shares of the early 1960's. 


———a heel 


1 Data in Chapter VII are expressed in $U.S. to permit comparability 
with international trade data. 


ae 


Within manufacturing, Canada's share of U.S. imports has risen 
most sharply in transportation equipment, fabricated metal products and 


rubber “and” splastics, products. Smaller sectors such as furniture! , 
non-metallic minerals, printing and publishing and tobacco products have 
also doubled or more since the early 1960s. In all, Canada improved its 


position in 14 of 20 import categories of manufactured goods, or nearly 80 
percent of such Canadian sales to the U.S. These 14 sectors comprise about 
60 percent of all U.S. manufacturing imports. 


Canada's major competition as far as U.S. manufacturing imports 
are concerned - indeed, everyone's major competition - has been Japan. 
Japan's share of U.S. manufacturing imports rose from 11.3 percent in 1962 
to 18.9 percent in 1976, while the shares of all other major exporters 
except Canada declined over that period. Such declines have not been 
continuous, “of ‘course’, -with’ some ‘countries, \such case) West) ‘Germany, 
experiencing an increase in their share in the late 1960's and early 1970's 
only to see it fall off again by the mid-1970's. 


As far as the U.S. domestic market for manufactured goods is 
concerned, although data are available only from 1972 to 1976, significant 
gains in areas important to Canada were made in this period in 
transportation equipment and paper and allied products, while our 
importance in wood products showed virtually no change. Where Canada is of 
lesser importance as a supplier, major gains were made in rubber and 
plastics, leather, printing and publishing and chemicals. Some improvement 
in our share of the UsS. domestic market. also occurred -iniesuraicune, 
primary metals, fabricated metals, and machinery. Overall, there has been 
an increase in import penetration in U.S. manufacturing with Canada's 
.penetration increasing marginally more than that of other foreign suppliers 
taken together. This stands in contrast to Canada's somewhat declining 
share over the 1972 - 76 period in terms of U.S. imports as such. 


7.3 OVERVIEW OF U.S. TRADE PERFORMANCE 
7.3.1 Importance of U.S. in World Trade 


The: United States, although it is the, largest -single= world 
importer, still accounts for a comparatively small percentage of the trade 
by the industrial countries. As’ shown vin Wlableo /a5 liu Satimpor’s gastia 
proportion of OECD imports have generally accounted for about one sixth of 
the OECD total since 1962. For manufactures - by far the largest component 
of all commodity trade - the pattern has been similar, except that in the 
last 8 to 10 years there has been a tendency for U.S. imports to have a 
somewhat reduced weight in the OECD (e.g. a high of 20.4 percent in 1968, 
compared to 17.2 percent in 1976). 
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1 U.S. data defines auto seats as part of the furniture industry. See 
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One aspect of recent U.S. performance is that its share of OECD 
manufacturing imports was more affected by the 1974-75 recession than was 
the American share in all commodities. The U.S. accounted for nearly 18 
percent of OECD manufacturing imports in 1974. This share fell to 16.2 
percent in 1975 and recovered only partially to 17.2 percent by 1976. For 
all commodities there was also a relative decline for the U.S. in 1975, but 
it was not as pronounced as in manufacturing and by 1976 the U.S. share of 
total OECD imports had in fact surpassed that of 1974. 


7.3.2 Importance of Trade to U.S. Economy 


Even though foreign trade is still not as important to the U.S. 
economy as it is to the other major industrial countries in the OECD (see 
Tables 1.4 and 1.5 in Chapter I), it has nevertheless grown increasingly 
more important over the last 15 years. Brom 1962) tonul97642U. SarGross 
Domestic Product (GDP) rose 207 percent, while total imports rose 644 
percent, more than three times as much over the same period (See Table 
7.2). In manufacturing the relative increase was even larger with imports 
growing almost four times as fast as manufacturing GDP. 


In 1962, total imports accounted for less than 3 percent of the 
U.S. domestic production; by 1976 this had more than doubled to 7.2 
percent. For manufacturing, there was an even sharper increase with 
imports rising from just under 8 percent of manufacturing GDP to over 21 
percent by 1976. Since 1974, there has been a noticeable levelling out in 
the relative importance of imports, a development shared with other 
industrial countries at the time of the international recession of 1974-75. 


; The increase in trade orientation in various Canadian 
manufacturing sectors was discussed in Chapter IV. To provide a similar 
picture for the U.S., the data from U.S. national sources were matched for 
a limited number of years with the standard 20 industry group presentation 
used for Canadian manufacturing groups'. The results show that increased 
trade involvement has in fact occurred on a quite widespread basis within 
U.S. manufacturing. 


A A Se 


1 


While differences in national data sources and concordance procedures 
yield differences in import levels compared with UN figures on a 
similar grouping, the data nevertheless offer a useful basis for 
examining the trade orientation of U.S. manufacturing groups. 
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The data. for 1972 and 1976 show a basically stable ratio of 
domestic self-sufficiency in the individual industry groups. in” other 
words, shipments as a proportion of apparent domestic consumption tend to 
cluster about the 100 percent mark (see Table 7.3). At the same time, 
however, export orientation (the ratio of exports to shipments) rose for 
every major group except petroleum and coal products. Although import 
penetration (the ratio of imports to the apparent domestic market) has also 
increased for a majority of the groups, for manufacturing as a whole it did 
not increase aS much as export orientation. specifically, mamport 
penetration rose from 5.9 percent in 1972 to 6.5 percent in 1976 compared 
to an increase in export orientation from 5.1 percent in 1972 to 7.4 
percent in 1976. Those groups that displayed a="“decline in import 
penetration include food and beverages, textiles, knitting mill products, 
wood, publishing and non-metallic mineral products. In all these cases 
though, domestic self-sufficiency was increased, indicating offsetting 
strength on the export side. 


7.4 CANADA'S PARTICIPATION IN U.S. MARKETS 
7.4.1 Canada's Share of U.S. Imports 


Over the period 1962 to 1976, U.S. imports from Canada grew at 
about the same pace as total U.S. “imports (Table 7.4)" but, @after rising 
sharply in the late 1960's as a result of the Autopact, Canada's share of 
U.S. imports steadily declined from 28.8 percent in 1969 to 22.0 percent in 
1976. 


Canada's share of all U.S. imports enjoyed a rise during the 
recession of 1974-75. Dollar values of imports from Canada fell slightly 
($22.3 to $22.2 billion between 1974 and 1975) but intake from all foreign 
sources dropped much more - from $101.0 billion to $96.9 billion. In the 
first full year of recovery, 1976, Canada's share fell as energy exports 
were curtailed, and U.S. imports from overseas sources jumped by over 25 
percent to $121.8 billion. 


Excluding energy, Canada's total share over the 1962-1976 period 
has actually risen (22.2 to 24.3 percent), and since 1969 the decline in 
total share has been more moderate. If energy is excluded, total mining 
sales show a very substantial decline in market share from a high of 49 
percent in 1970 to 17 percent by 1976. 


Since 1969, Canada's share of U.S. imports of manufactured goods 
eased from 28.8 to 24.6 percent in 1976 (See Table 7.5), a reflection of 
the maturing of the Autopact which was well underway by the time the 
process of greater two-way trade began to expand strongly in other 
industries. Canada's share of manufactures did, however, show a _ steady 
rise between 1974 and 1976. 
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TABLE 7.4 
U.S. IMPORTS: VALUE, GROWTH AND CANADIAN SHARE 
BY MAJOR SECTOR FOR SELECTED YEARS 1962 - 1976 


($U.S. Millions) 


1962 1967 1969 1970 1972 1973 1974 1975 1976 
Total Irports 16,249 26,816 36,043 397952 557505. 69,477 100,997 96,942 205,093 
fran Canada 3,646 7,099 10,384 11,092 14,907 17,488 22,286 22,170 26,827 
% share 22.4 26.5 28.8 27.8 26.8 2552 2p) i 22.9 2260 
Agricultural 1,627 1,828 1,833 2,209 Ba sey) 3,037 3,083 Byaltoig/ 4,648 
fron Canada 114 87 108 128 148 216 242 231 281 
$ snare 10 4.8 Sa) 5.8 6.2 Yen 7.8 Hed (Saal 
Mining 2,338 2,559 2,978 3,165 4,397 6,747 19,690 23,}14 31,100 
fran Canada 740 AL Aojsal 1,268 DO 2,007 2,309 4,989 Dh CA By Slo) 
% share Sih y/ 40.3 42.6 49.5 45.6 34.2 hey 3 22.6 aioek 
Other Primary 139 NAS} 124 96 79 102 za 116 ng3 
from Canada 44 39 35 38 25 30 47 47 45 
% share 31.9 She F 28.0 39.8 B2eL 29.8 38.9 40.6 34a 
Manufact. D245 20,954 29,365 32,832 46,652 57,081 74,359 66,960 82,242 
from Canada Pa SMT) 5,549 8,455 8,889 12,146 14,283 16,120 15,760 20),235 
% share 22.9 26.5 28.8 Pahoa 26.1 25.0 PT) 23.5 24.6 
Not Allocated 903 53 1,868 1,649 7d 0073) 2,510 3,744 3,585 3,671 
from Canada tbyA 393 518 470 581 650 888 920 956 
% share 18.9 Pha PU ST 28.5 28.0 25.9 Dish) DST) AAS ea. 
Total less 
energy 15,085 25,488 34,363 38,197 52,462 64,364 83,569 76,210 93,384 
fran Canada 3,346 6,570 9,635 10,144 13,452 abs geal 18,178 17,812 22,676 
% share oP 25.8 28.0 26.6 25.6 24.7 21.8 23.4 24.3 


Average Annual % Growth 
1962-69 1969-72 1974-75 1975-76 1967-76 1969-76 1962-76 


Total Imports VASA 1555: -4.0 25.6 18.3 19.0 WES 
from Canada LGeL 12.8 -0.5 Pao) 15.9 45 53 
Agriculture Moy 9.4 Ae} 46.8 10.9 14.2 7.8 
from Canada -0.8 Waa -4.3 21.6 13.9 14.7 6.6 
Mining 355 13.9 17.4 34.5 32.0 39. 20S 
from Canada 8.0 165) a5 a9 20.0 o2e: alyaal 
Other Primary -1.6 14.1 -4.4 15.0 0.9 SO -0.3 
from Canada -3.4 -10.1 -0.2 -3.2 West} Bis) 0.2 
Manufacturing 14.7 16.7 -10.0 22.8 16.4 5e9 1S}. 3) 
from Canada 18.5 2e8 -2.2 28.4 IS a5 NBG 3} 1559 
Not Allocated 10.9 BES -4.2 2.4 7 10.1 10.5 
fron Canada Mo esal 3.9 3.6 3.9 10.4 9.2 Wekodl 
Total less energy 25 WG 8 -8.8 2265 1555) 15.4 13.9 
from Canada 16.3 11.8 -2.0 27.3 14.8 MSY 14.6 


Source: UN Conmodity Trade Statistics, ITC International Trade Data Bank; data classified to 
sectoral groups by ITc. 


TABLE 7.5 


CANADA'S SHARE OF UNITED STATES IMPORTS BY MAJOR SECTOR AND INDUSTRY GROUP, 


1962:-to 71976 


(Percentages based on $ millions U.S.) 
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7.4.2 Areas of Canadian Strength 


Within manufacturing, Canada's share of U.S. imports has risen 
most noticeably in transportation equipment, fabricated metal products and 
rubber and plastic products (see Tables 7.5 and 7.7). Smaller sectors such 
as furniture’, non-metallic minerals, printing and publishing and tobacco 
products have also doubled or more since the early 1960's. 


Of these groups, Canadian sales of. rubber and plastics, 
transportation euqipment, tobacco and furniture have been in import sectors 
themselves expanding at well above average rates. Rising Canadian shares 
were also experienced in fabricated metals and in petroleum and coal 
products where U.S. import growth was still, but less noticeably, above 
average. In the machinery sector, Canadian sales grew marginally faster 
than the quite rapid expansion in U.S. imports. Rising Canadian shares in 
textiles, clothing, wood, pulp and paper, printing and publishing, 
non-metallic minerals and miscellaneous manufactures were all accompanied 
by below average U.S. import growth. 


In all, Canada strengthened its position in 14 of 20 import 
categories of manufactured goods, or nearly 80 percent of such Canadian 
sales to the U.S. These 14 sectors make up approximately 60 percent of all 
U.S. manufacturing imports. In the 6 remaining industry sectors, Canada's 
position weakened. For chemicals, electrical products, leather and 
knitting, U.S. offshore requirements expanded at rates above the average 
for all imports of manufactured goods; below average rates of U.S. import 
growth were recorded for primary metals and for food and beverages. At the 
same time, all larger groups in which Canada has been unable to gain ground 
(primary metals, chemicals and food) appeared to reach a minimum share in 
1974 and have since shown progressive gains through to 1976. A like 
pattern of troughing during the recession followed by improving shares can 
be seen in a number of other sectors where Canada's share has risen. 
Transportation equipment and wood products are examples. 


A summary of Canada's participation in each of the ma jor 
industrial groups within the U.S. manufacturing import market is presented 
in Table 7.8. Of the 208 commodity sub-groups that have been considered, 
growth in the 1970's took place in some 93 at a rate equal to or faster 
than was the case for the major group to which the sub-groups were 
classified. These faster growing commodity areas in total accounted for 
some $38 billion out of the $82 billion in total manufacturing imports in 
1976. Canada was situated reasonably well in all: growth industries made 
up 46 percent of all U.S. manufacturing imports and the above categories 
accounted for 45 percent of total manufactures imported from Canada. 


SD A e - | eo es ae oe ne ne ee oS ee ee 


1 In 1976, auto seats accounted for $169 million out of $2258 million) in 
U.S. furniture imports from Canada. Almost all of the $169 million 
consist of tariff free entries under the Autopact. Canada recently has 
provided 41 percent of all U.S. furniture imports if auto seats are 
included (up from 29 percent 10 years earlier). When auto seats are 
excluded, Canada's 1976 share stands at approximately 15 percent, 
compared with 7 percent in 1966. 
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If the record is examined from the Standpoint of above average 
longer term growth by Canada in the advancing U.S. industry groups, the 
result is a much lower percentage. Canada's share in the past 10 years has 
risen or held stable among recently emerging U.S. sub-sectors to the extent 
of 23 percent of total Canadian supply to the U.S. of manufactured goods. 
This amounts to 48 industry sub-groups currently valued at $4.7 billion, 
with the strongest presence within the wood and related product groups. 


When the instances of steady or rising Canadian shares are 
enumerated regardless of corresponding U.S. market growth, the number of . 
sub-groups total 107, or some 43 percent of total Canadian supply. Again 
there is a strong concentration in the wood products area; also in 
chemical/oil refining, and in a range of other industries outside the food, 
apparel and metal-using groups where rising sub-groups are not strongly 
represented among the parent groupings. 


7.5 CANADA'S COMPETITION 
7.5.1 Other Countries" Shares of U.S. Imports 
ph Tiel ela Sentence daa at Ao Se 38 SIL 


Canada's leading position in the U.S. import market has, as 
discussed, shown some decline over the past 8 to 10 years. Essentially, 
Canada's main competition has come from Japan whose 11 percent share in 
1962 increased to 18.9 percent by 1976 (Table 7.9). Taiwan has rapidly 
increased its ‘small share from 0.5 percent. in ‘1962 ‘to 3.6 percent 
currently, Mexico advanced from 2.4 to 2.9 percent, and Hong Kong doubled 
its share from 1.4 to 2.8 percent. 


Decreases in market share were at the same time recorded by West 
Germany, Britain and Italy. These are the ranking suppliers behind Canada 
and Japan, and each accounts for about 3 to 7 percent of -the U.S: market at 


present. It is worthwhile to note that West Germany and Britain all 
experienced declines of 2 to 3 percentage points, very much in line with 
the 2 percentage points lost by Canada. Viewed in relation to their 


smaller initial shares, however, the European losses are proportionately 
much heavier. 


As a whole, the developing countries excluding the oil producers 
increased their participation since 1962 by 4 percentage points, moving 
from 17 percent up to 22 percent by 1976 and moving up still more strongly 
from a lower level of participation at the close of the 1960's (Table 7.9) 
The nine members of the EEC together accounted for 28.6 percent of U.S. 
manufacturing imports in 1962, but 15 years later comprised just 20.5 


percent. The share of the oil economies generally declined from 1962 to 
1972, rose sharply to 7.7 percent in 1974, and then declined to 5.3 percent 
by 1976. The centrally planned economies basically trade at the margin 


although there was some advance, from 0.6 to 1.1 percent, between 1962 and 
1976. 
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TABLE 7.9 


UNITED STATES IMPORTS AND IMPORT SHARES 


BY COUNTRY AND REGIONS: 


($U.S. Millions) 


ALL MANUFACTURES 


1962 1967 1969 1970 1972 1973 1974 1975 1976 
Total L243 20,954 29, 365 32,832 46,616 57,081 Uh Sis) 66,959 82,242 
Index 1970=100 34 64 89 100 142 174 226 204 250 
Canada 2,576 Sue 8,455 8,889 12,146 14,283 16,120 15,760 20,234 
% share 22.9 26.5 28.8 Pipes 26.1 25.0 21e7 PSS: 24.6 
Japan 1,266 2,927 4,807 Bip TAsak 8,947 9,540 12,261 2233 15,506 
% share 13 14.0 16.4 17,6 LOR 2 16.7 16.5 16.8 18.9 
West Gennany 903 1,864 2,504 3,023 4,118 Bio uys! 6,224 SPAS 5 Di 
% share 8.0 8.9 9.9 9.2 8.8 9.0 8.4 7.8 6.7 
United Kingdom 914 1,580 1,970 2,027 2,769 By S09 3,660 3,431 3,904 
% share Ehj2 ed 6.8 6.2 Sig) ee, 4-9 Se 4.8 
Italy 375 802 1,146 IL 258) 1,696 We2 2,450 2,340 2,421 
% share 353 3.8 By) 3.8 3.6 3.4 335 355 2.9 
France 348 581 707 835 1,224 TL BBs: 2,080 1,930 DPhil 
% share aycal 2.8 2.4 235 2.6 Zed 2.8 229 2.8 
EEC of 9 sats) 5,958 7,710 8,651 BLAIS 14,669 18,006 15,590 16,819 
% share 28.6 28.4 26.2 26.4 25.3 2557), 24.2 2323 20.5 
Other Developed pee 2,072 2,817 2aSe> 4,099 Bi, 2ul 5,862 5,679 6,566 
Market Economies 
% share 12.4 9.9 9.6 8.6 8.8 9.2 79 8.5 8.0 
Taiwan 56 160 380 504 1,278 WSS 2,074 1,903 2,956 
% share 0.5 0.8 iS eed, 751i Sherk 2.8 2.8 3.6 
Mexico 274 389 567 686 MALO FG 1,599 2,415 1,994 2,342 
% share 2.4 he) Lay) inks 253) 2.8 sh 3.0 229 
Hong Kong Us} 458 746 875 1,160 Nyseus 1,538 1,477 2,282 
% share 1.4 ae 2.6 | ZaS 2.4 Pa 2a2 2.8 
OPEC 758 972 LOTS) 230 1,400 Phy 23S) 5,696 By 95> 4,318 
% share 6.7 4.6 Bei 3.8 3.0 329 dol 529 553 
Venezuela 348 422 423 549 668 870 Paes Alp PAZ: 1,786 
% share S50 2.0 1.4 io 7 1.4 5 zl 1.8 Phase 
Other Developing 
Market Economies 1,960 scaly) 4,505 5,248 ORE) 10,580 15,549 NS CH/7 17,880 
% share 17.4 15.8 1533 16.0 17.0 18.5 20.9 20.9 217 
Centrally Planned 
Econanies 65 159 175 202 320 543 865 765 919 
% share 0.6 0.8 0.7 0.6 0.7 a0 M2 abaak ae): 


Note on coverage and country classifications: 


1. Data for 1962 exclude New Zealand and Yugoslavia. 


2. Other Developed Market Econmues - excludes Israel, and includes Turkey together with certain misce]laneous 
items unclassified as to country. 


3. OPEC includes the 13 members of OPEC together with several smaller oil related econamies (e.g. he Netherlands Antilles). 
4. Other Developing Market Economies - includes Israel and excludes Turkey. 
Source: UN Commodity Trade Statistics, ITC International Trade Data Bank. 
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7.5.2 Canada's Share of U.S. Domestic Markets 
OE LT ET ST a ES 


To this point, the basis of discussion has been Canadian sales 
relative «to; U.S... aimports. In reality, however, competition for the 
American sales dollar arises as much if not more strongly from U.S. 
business itself. A truer test of competitiveness in a foreign market is 
thus not simply share performance against imports but, rather, performance, 
in terms of the share of the domestic market!. 


Table 7.10 offers some insight into how far Canadian, other 
external suppliers, and U.S. domestic producers compete with one another. 
The basic data are estimates from 1972 to 1976 of U.S. domestic 
consumption, sales by Canada and total imports according to each of the 20 
major manufacturing groups represented in the Canadian industrial 
classification. 


For manufacturing generally, two features stand out. The Linste 
is the overwhelming position enjoyed by U.S. domestic producers in all 
groups. External supply is no more than a fifth of apparent domestic 
consumption in any one group (i.e. leather), and much more frequently 
accounts for only five percent or less. 


Secondly, in spite of more than 90 percent U.S. dominance in the 
apparent market for a majority of U.S. Sectors, these sectors have been 
very gradually opening to imports. An exception appears to be in food and 
beverages, where, instead of the 92.3 percent of U.S. consumption coming 
from local sources in 1972, the ratio» has since risen to 96.5 percent. 
Here, Canadian and other foreign sources have both seen their percentage 
participation decline. In three other groups, textiles, knitting mills and 
wood products, increases in U.S. sourcing may also have occurred. 


Canada's largest percentage of U.S. domestic consumption lies in 
paper and allied products where it has risen from just under five to nearly 
Six percent of U.S. outlays between 1972 and 1976. Other foreign suppliers 
in the meantime saw their much smaller share decline. In wood products, 
Canada also has nearly 6 percent of U.S. domestic consumption, though U.S. 
Producers have recently displaced some of the Supply from foreign sources 
including Canada. 


Canada's share of American domestic demand for transportation 
equipment is in the neighbourhood of 5 percent, up somewhat from 1972. 
Canada's share of U.S. imports in the same group stands by comparison at 
just over 48 percent. In terms of both U.S. imports and domestic 


ID OE I LE = YG A IG A A ES aS 


1 The term domestic market means apparent domestic consumption or 
disappearance. It is calculated for a given industrial sector or 
commodity group by subtracting exports from shipments and adding 
imports. 
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consumption, the Canadian position has shown some improvement since Wie: 


Foreign suppliers of transportation equipment, 


excepting Canada, show a 


minor decrease in their share of U.S. domestic consumption over the same 


period. 


TABLE 7.10 


PERCENTAGE COMPOSITION OF U.S. DOMESTIC CONSUMPTION 


Food and Beverages 

Tobacco Products 

Rubber and Plastic Products 
Leather Products 

Textiles 

Knitting Mill Products 
Clothing 

Wood Products 

Furniture and Fixtures 
Paper and Allied Products 
Printing and Publishing 
Primary Metals 

Metal Fabricated Products 
Machinery 

Transportation Equipment 
Electrical and Electronics 


Non-Metallic Mineral Products 


Petroleum and Coal Products 


Chemicals and Chemical Products 


Miscellaneous Manufactures 


TOTAL MANUFACTURES 


BY SOURCE OF SUPPLY 


From U.S. 

Domestic 

Suppliers 
1972 1976 
92.26 96.48 
99.50 99.36 
95.38 9.30 
84.67 79.95 
95.02 95.74 
98.27 99.39 
92.34 87.98 
91.69 91.92 
97.53 96.59 
94.23 93.38 
99.20 99.17 
91.24 91.07 
97.69 96.88 
94.16 93.00 
89.72 89.47 
92.71 89.03 
96.43 96.38 
92.93 91.98 
96.90 96.03 
90.47 88 .06 
94.08 93.45 


From 
Canadian 

_Suppliers 

1972 1976 
0.47 0.44 
0.01 0.03 
0.26 0.64 
Ons2 0.49 
0.10 0.10 
Oran 0.04 
0.25 ORUT 
5.92 5.85 
0.28 0.38 
4.95 5.88 
EZ 0.18 
Pas NC 2.36 
0.23 OnS2 
1.29 1.45 
4.49 Dorel 
0.43 0.47 
0.51 OR53 
0.47 Omit 
0553 0.74 
0.67 0.54 
1.45 imo2 


From other 


_ 


Foreign 

Suppliers 

Ui 1976 
3.27 3.06 
0.49 0.61 
4.36 5.06 
5.06 19.56 
4.88 4.16 
1.02 ORT 
7.41 11.85 
2.39 ots} 
2.19 3508 
0.82 0.74 
0.68 0.65 
6.64 6.57 
2.08 2.80 
4.55 SOD 
5.19 5.26 
6.86 10.50 
3.06 3.09 
6.60 7.85 
ZDill Shar25' 
8.86 11.40 
4.47 4.93 


Source: Statistics Canada, External Trade Division, Exports by Stage of Fabrication 
(Fabricated Materials & End Products). SRE ABET EATS Pn ITE 
U.S. Department of Commerce, BUREAU OF THE CENSUS, Shipments: 


Manufactures, Industry Profiles 1958-65; 


Exports and Imports: U.S. Commodity Export 


Series 7 to 14. 


Unpublished printouts EA675 and A275. 


For the years 19/2 throug 


U.S.-.Annual -Survey-.of 
1971, AOIas NOlos, 1976 - UASY Series. 
S and Imports as Related to Output, ES2 


i 1976 inclusive, Cata was available on 


Gere 


Canada's other "larger" shares in U.S. domestic consumption 
include primary metal products (2.4 percent) and machinery (1.5 percent). 
Other foreign sources appear to have decreased in relative importance while 
Canadian suppliers marginally increased their penetration<.. U.S? “domestic 
Suppliers also accounted for a lower share in the apparent market for 
machinery goods, except that overseas sources were much stronger gainers 
than Canada. 


Overall, Canadian exporters have managed to displace some part of 
U.S. production in 13 industry groups. In 8 groups, other foreign gains in 
terms of percentage points were greater than those by Canada (tobacco, 
rubber and plastics, leather, furniture, metal fabricating, machinery, 
electrical and electronics, non-metallic mineral and chemical products). 
Increased Canadian sales on the other hand were the main Peason sfor Uno. 
producer displacement in 6 other categories where the total share of other 
foreign suppliers declined (paper and allied products; "printing: Vand 
publishing, primary metals, and transportation equipment). 


In sum, Canada's declining share in U.S. manufacturing imports 
for the 1972-76 period does not appear as a decline at all when taken in 
the context of total U.S. consumption. While Canada's share of 
manufacturing imports fell from 26.1 percent in 1972 to 24.6 percent in 
1976, her much smaller share of U.S. demand rose Sligntlystrom) Ipomitomlso 
percent. 


CHAPTER VIII 


FACTORS IN CANADA'S TRADE PERFORMANCE 
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CHAPTER VIIT 


FACTORS IN CANADA'S TRADE PERFORMANCE 


8.1 INTRODUCTION 


In the preceding chapters of this report, Canada's trade perfor- 
mance has been examined in terms of a number of measures; the increases in 
volume and value of exports and imports, the changes in the balance of 
trade, the changes in the commodity composition of Canada's exports and 
imports, the changes in the geographic pattern of Canada's trade, the 
changes in the ratios of exports to domestic production and of imports to 
domestic demand, and the changes in Canada's share of exports to the world 
as a whole, to specified markets and of exports of specified commodity 
groups. This chapter seeks to assess the significance of the changes that 
have been identified and to suggest whether these changes should be 
regarded as favourable or unfavourable or merely neutral. 


The usually accepted interpretation of these changes is not 
always appropriate. For instance, the rise in the proportion of domestic 
demand of any commodity which is supplied by imports is often decried as an 
example of the weakening competitive position of the Canadian economy. But 
when this is accompanied, as it generally has been, by an increase in the 
proportion of domestic output which is exported, it is more likely evidence 
of a desirable specialization in production. Changes in other measures too 
are sometimes difficult to assess. 


In the final. analysis, it is. the contribution cf international 
trade to the economic welfare of Canadians that is the most important 
measure of Canada's trade performance. As has been indicated in Chapter I, 
the large increase in the volume and value of Canadian trade in the 
post-war period has been associated with a strong increase in real incomes 
per capita. While undoubtedly a part of this achievement is due to 
improved performance of industry oriented to the domestic market, iL CeieeS 
clear that the expansion of trade has played a significant role. Whether 
Canada achieved the maximum possible benefit from this expansion of trade 
or whether the growth took place in the most appropriate sectors is not 
possible to determine. But, in any event, the period marked the strongest 
growth in per capita incomes since Confederation. 


This chapter reviews the main changes in the measures of trade 
performance since 1960, many of which are directly related to our 
competitive position. The chapter then proceeds to examine a few of the 
factors which would seem to have affected these measures. 
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8.2 DIMENSIONS OF TRADE PERFORMANCE 
8.2.1 Summary of Trade Performance 


This report identifies seven main developments in Canada's trade 
performance in the 1960's and 1970's. They were (1) a massive increase in 
the volume and value of exports (and imports) which substantially exceeded 
the growth in the economy as a whole, (2) a significant shift in the 
composition of Canada's exports towards manufactured goods (3) a decline 
in the share of farm products and of metal ores in exports, (4) a 
Simultaneous increase in both the export orientation of Canadian 
manufacturing and the degree of import penetration of the Canadian domestic 
market for manufactured goods (5) an improvement in Canada's balance of 
trade in manufactured goods in that the deficit has declined’ relative to 
total trade in manufactured goods, (6) a maintenance of Canada's share of 
total world commodity trade in volume terms by the end of 1977 compared to 
the beginning of the 1960's but with a slight decline in the Canadian share 
of total commodity exports in value terms because of the sharp increases in 
the price of crude petroleum and the increasing share of world exports sin 
that product supplied by the OPEC and (7) a rise in the Canadian share of 
world trade in manufactured goods in volume terms but about the same 
proportion in value terms in 1977 compared to 1960. 


Most of these developments which have been observed in Canada's 
trade were world-wide phenomena. It has already been noted that interna- 
tional trade, particularly in the industrial world, has grown faster than 
production and that there has been a global shift towards trade in manufac- 
tured goods (when measured in volume terms; in value terms, international 
trade in crude petroleum has in recent years reached a record share of 
total trade) with an increase in export orientation and import penetration 
in every andustrial country: 


The trends in Canada's trade performance were not by any means 
uniform during the period. The 1960's showed the biggest changes with 
strong increases in the volume and value of trade, a sharp increase in 
export orientation and import penetration in manufactured goods, a major 
improvement in Canada's commodity balance of trade in manufactured goods 
and a considerable increase in Canada's share of world trade in total and 
in manufactured goods. The rapid growth in Canada's trade in automotive 
goods associated with the Canada-United States Autopact was a major factor 
in this change but it was not the only factor. 
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The early 1970's, during which there was unprecedented growth in 
the industrial world, saw some slippage in Canada's trade performance as 
measured by the indices identified in this chapter. This relative deterio- 
ration was accentuated during the recession of 1974 and 1975. During the 
economic recovery, relatively slow as it has been, there has been a 
Significant improvement in Canada's trade performance with a return to the 
pre-recession position in the most important indices. 


8.2.2 Description of Factors Affecting Trade Performance 


The patterns of Canada's trade performance revealed in the 
previous chapters of this report have been the product of many factors. 
Some of these have already been identified. This chapter recapitulates 
these but will also consider other factors which have been of some 
importance. 


The factors affecting Canada's trade performance fall into two 
broad categories, those of a general nature which impact on a wide range of 
commodities or even on all commodity trade, and those of a specific nature 
affecting a single commodity or a narrow range of commodities. Within 
these broad categories, there are instances where there are factors 
affecting trade in one commodity or all commodities in a single geographic 
area. 


The importance of the Canada-U.S. Automotive Products Agreement 
has been emphasized at several points in the report. It has transformed 
not only Canada's trading relationships with the United States but also the 
composition of Canada's trade statistics. 


Two factors having a general impact, tariff changes (and 
establishment of common markets) and price and cost developments, are given 
detailed attention in this chapter. It is known, of course, that there are 
many other factors affecting trade performance. Indeed, the major single 
explanatory variable for Canada's growth in exports is simply the growth in 
the economies of our trading partners. This study is more interested, 
however, in examining how well Canada did vis-a-vis other countries in 
these growing markets. 


Another factor which it has not been possible to consider in 
detail in this study is the change in the supply of a given commodity or 
group of commodities brought about by weather, the depletion of existing 
supplies of natural resources, the discovery of new resources or the 
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increased utilization of existing resources because of technological 
advances (some or all of which have affected Canada's trade performance in 
grain, nickel, copper, pulp and paper and newsprint). Still other factors 
not considered in detail include changes in consumer preferences brought 
about largely by rising income (the shift from rice to wheat in Japan - 
favourable for Canada, the shift from grains to other foods in Western 
Europe - unfavourable), changes in the technology of production including 
changes in the composition of industrial output (for instance, the 
increased importance of commercial aircraft production with the production 
of giant airliners requiring financial resources beyond the capability of 
any but the largest corporations in the world), political events (which 
have brought about a significant increase in world trade in armaments 


largely supplied by the United States - an unfavourable development for 
Canada since this country has only a minimal defence production 
establishment), the growth in multinational enterprises introducing 


sometimes mysterious variables into the trading equations and the increased 
role of state-owned enterprises and of state intervention in trade in the 
market economies as well as in the centrally planned economies. 


8.2.3 Reduction in Trade Barriers 


The unprecedented growth in commodity exports in the post-war 
period reflected in part the decline in tariff barriers. This report has 
already drawn attention to the fact that the increase in volume of trade 
has substantially exceeded the increase in volume of output indicating an 
increased rationalization of production on an international scale. These 
reductions in tariffs on manufactured goods in the post-war period have 
amounted to about 60 percent for Canada, the United States and the European 
Community and about 50 percent for Japan. This was achieved in a number of 
stages. The effect of them was cumulative and undoubtedly delayed. No 
attempt has been made to establish a precise relationship between given 
tariff reductions and given increases in export trade. 


The period under review in this study begins with 1960. The 
Dillon Round of tariff cuts in the period 1958 to 1962 reduced industrial 
tariffs by about 20 percent on average although they were concentrated on a 
number of specific commodities. The Kennedy Round produced an average 35 
percent tariff cut on manufactured goods. 


The tariff cuts that were made were on a most favoured nation 
basis and extended to all members of the General Agreement on Tariffs and 
Trade. Their effect on the exports of particular countries might differ 
widely but this would be due to the comparative advantage of those 
countries or perhaps other factors. 


But there were two developments which adversely affected Canada's 
competitive position vis-a-vis some other industrial nations. The first 
was the establishment of the European Common Market with its first 
reduction of internal tariffs and the establishment of external tariff 
schedules in January 1959 and the associated development of the European 
Free Trade Association with its first reduction of internal tariffs (of 20 
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percent) in January 1960. The second was the delining role of the British 
Commonwealth Preferential Tariff, particularly the loss of preferential 
access to the U.K. market with its accession to the European Common Market 
in January 1973. With the full implementation in 1977 of tariff-free 
exchange of manufactured goods between the EFTA countries and the European 
Economic Community, Canada now faces some tariff disadvantage in Western 
European markets vis-a-vis many Western European competitors. 


Prior to 1973 it is estimated that Canada had duty free entry for 
about 90 percent of its exports to the United Kingdom. Upon the accession 
of the United Kingdom to the EEC, Canada's free access was limited to about 
50 percent of its exports. The adverse effect was on goods valued at about 
$600 million of which $350 million was made up of newsprint, aluminum, 
wood-pulp and wheat and between $250 million and $300 million was made up 
of semi- and fully-manufactured products such as lead and zine products, 
liner and container board, cotton fabrics and processed food stuffs such as 
canned salmon. 


With the accession of the United Kingdom to the EEC, other EEC 
countries gained a 10 percent advantage in the United Kingdom market on 
those products upon which a tariff is imposed. This iS aalso wore in 
relation to the French market, the West German market and so on. Moreover, 
with the full implementation of tariff-free entry of manufactured goods 
from the EFTA countries to the European Common Market, Canada faces some 
competitive disadvantage here also. Newsprint from Sweden and metals from 
both Sweden and Norway now have this kind of tariff advantage over Canada. 
The combination of these two factors has affected our trade with the United 
Kingdom, although the share of our trade with the United Kingdom had been 
declining even before its accession to the European Community. These 
tariff factors and other non-tariff barriers would seem to have restricted 
the growth of our exports to the Continental members of the European 
Community in spite of the steady improvement in our competitive position 
with these markets (as measured by cost and price trends). 


The decline in tariff barriers on manufactured goods has 
initially had its major effect on Canada's trade with the United States in 
industrial machinery and certain other end products. For instance, exports 
of industrial machinery to the United States rose from $11 million in 1960 
to $254 million in 1970 and to $752 million in 1977. Imports of industrial 
machinery from the United States rose from $292 million in 1960 to $1,150 
Mii ion ein 1970 Wand to’ ‘$2,760 million in 1977. This was part of a 
world-wide trend as trade in industrial machinery among other 
industrialized countries increased many-fold as did that between Canada and 
the United States. 
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TABLE 8.1 


CANADA'S SHARE OF WORLD EXPORT MARKETS 


World Exports 


Total 
Manufactured Goods 


Imports of All goods By 


OCD 

United States 

Japan 

EBC (excluding intra-Commnity 
trade) 

United Kingdan 

West Germany 

Eeance 

Italy 


Imports of Manufactured qoods by 


OBCD 

United States 

Japan 

EEC (excluding intra-Conmunity 
trade) 

United Kingdan 

West Germany 

France 

Italy 


Imports of Manufactured Goods by 
OECD by Major SectorL 


Food and Beverages 

Wood Products 

Pulp and Paper 

Primary Metal Products 
Machinery 

Transportation Equipment 
Chemicals and Products 


Imports of Manufactured ieee’ by 


the U.S. by Major Secto: Sectorl 


Food and Beverages 

Wood Products 

Pulp and Paper 

Primary Metals 

Machinery 
Transportation Equipment 
Chemicals and Products 


(percent) 


1969 


260205 


teeven leading sectors of Canada's exports to OECD 
n.a. = not available 
Source: UN, Monthly Bulletin of Statistics, June 1978 
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8.2.4 Changes in Price and Cost Factors 
8.2.4.1 Introduction 


The changes in price and cost factors in Canada have been 
assessed in relation to changes in price and cost factors in other major 
industrial countries. It is presumed that these will have some effect on 
the shares of world export markets that Canada would obtain as compared to 
these other countries. Moreover, they should have some effect on the 
competitive position of exports of these countries in the Canadian market 
and vice versa. The price and cost factors that have been examined are 
highly aggregated. In this report, only factors relating to manufacturing 
as a whole or to major commodity groups have been examined. Indeed, this 
section focusses on manufactured goods. Since the bulk of manufactured 
goods are produced in the developed countries, the changes in price and 
cost factors in developing countries have been ignored. 


8.2.4.2 Changes in Canada's Shares of World Trade 


A summary is provided in Table 8.1 of the principal changes in 
Canada's share of world markets of all commodities and of manufactured 


commodities. There are four distinct periods, the 1960's, the growth 
period of the early 1970's, the recession in 1974 and 1975 and then the 
recent recovery. There are similar distinct periods in cost and price 
developments. 


The first period, the 1960's, was one of growth in Canada's 
share of world trade in manufactured goods and of total commodities, 
concentrated in the United States and in transportation equipment, but also 
evident in our sales to Japan among geographic markets and in food and 
beverages, wood products and machinery among specific commodity groups. 
Some decline occurred in our share of the EEC market and of the world 
market for pulp and paper, primary metals and chemical products. 


The second period, the growth period of the 1970's, marked a 
decline in Canadian shares of world trade in manufactured goods and of 
total goods in all major industrial markets. At the world level there was 
a decline in this period in the Canadian share of exports of various 
leading major manufacturing groups with the exception of wood products and 
machinery. 


The third period, the recession, marked further declines 
particularly in the United States in 1974 and again a decline in shares in 
all the major manufacturing groups in Canada's trade. Canada's shares of 
the import market for manufactures in West Germany, France and Italy was 
maintained. 


mm CAL. = 


The fourth period, the economic recovery, which began in the 
United States in 1975, has seen an increase in the Canadian share of OECD 
imports of manufactured goods. The Canadian share of total goods imported 
has declined somewhat because of the increased importance of world trade in 
petroleum of which Canada's share is steadily falling. The recovery in the 
Canadian share in the manufacturing sector has covered all seven of 
Canada's leading export sectors. 


8.2.4.3 General Competitive Position 


The» broad ‘picture %ef “the “changes 9 ‘in’ Canada's Bézeneral 
competitive position is relatively simple to describe. Canadian 
manufacturing had about the same performance as U.S. manufacturing from 
1960-1974 in terms of unit labour costs, a better performance in terms of 
export prices of manufactured goods and a somewhat poorer performance in 
domestic prices (wholesale prices) of manufactured goods. In respect to 
other major industrial countries, Canada's competitive position improved 
during the period 1960-1974 on all cost measures, unit labour costs, export 
prices of manufactured goods, and wholesale prices of manufactured goods 
but particularly in terms of unit labour costs. There was some contri- 
bution to this improvement from the decline in the value of the U.S. dollar 
in relation to most foreign currencies. 


In 1975 and 1976, Canada's competitive position in manufac- 
turing deteriorated in general but particularly in terms of unit labour 
Costs. Interestingly enough Canada's performance in export prices of 
manufactured goods and wholesale prices of manufactured goods was equal to 
that of the United States in spite of the much inferior performance in unit 
labour costs. 


During 1977 and 1978, the picture was substantially improved 
with generally superior price and cost performance in Canada (except vis- 
a-vis Japan and West Germany) which was improved even more by the 
depreciation of the Canadian dollar in relation to the U.S. dollar and the 
decline of the U.S. dollar in relation to most other major foreign 


currencies. 
8.2.4.4 Canada Versus the United States 
RELL LEED LCE ALLL ALOE LEAT ELD COSTES ELD PT LEE LEO LEAD LEG OTT LL ILE LCT D 


Since the most important market for Canada is the United 
States, the most relevant aspect of our competitive position is given by 
the changes in the cost position of Canadian industry vis-a-vis that in the 
United States. 


In general, the overall price and cost developments in Canadian 
manufacturing had a number of distinct phases before adjustments to account 
for exchange rate changes; the first, in the 1960's, was one in which unit 
labour costs in Canada increased somewhat less than those in the United 
States. This was followed by a period in the early 1970's when the cost 
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trends in the two countries were very similar. The third phase was that 
from 1974 to 1976 when unit labour costs in Canada increased considerably 
faster than those in the United States. The fourth phase,since 1976, has 
been one in which our overall cost performance has been marginally better 
than in the United States. (See Table 8.2). 


The changes in the value of the Canadian dollar modify this 
picture somewhat. The depreciation of the Canadian dollar in 1961 and 1962 
meant that Canada's unit labour cost position was substantially improved in 
the 1960s. The appreciation of the Canadian dollar in 1970 and 1971 
completely offset the advantage gained in the 1960s. The deterioration of 
our competitive position as measured by unit labour costs in 1975 and 1976 
has now in turn been offset by the recent depreciation of the Canadian 
dollar. 


The trends of unit values in U.S. dollar terms of exports of 
Canadian manufactures compared to the United States were very similar to 
those identified for unit labour costs with the significant exception that 
there was no deterioration of the Canadian position in the 1974 to 1976 


period. This is rather remarkable since Canadian unit labour costs had 
apparently increased so much more than those of the United States in that 
period. The same feature is noted for wholesale prices of manufactured 


goods where changes in the 1974 to 1976 period were about the same in 
Canada as in the United States. 


The indications of the improvement in the 1960's in Canada's 
competitive position vis-a-vis the United States are validated by the 
changes in the shares of the two countries in OECD imports of manufactured 
goods. Canada's share rose sharply in the period while that of the United 
States remained unchanged. The Canadian share of total imports by the 
United States also rose. In the period from 1969 to 1972, Canada's 
relative position vis-a-vis the United States in world markets for 
manufactured goods continued to improve even though the unit labour cost 
position had deteriorated following the upward valuation of the Canadian 
dollar. Export prices were not affected markedly. There was, however, a 
reduction in the Canadian share of United States imports. 


This was followed by a sharp drop until 1975 in the Canadian 
world market position in manufactures vis-a-vis the United States as the 
Canadian share fell and the U.S. share rose fractionally. In addition, 
the Canadian share of U.S. imports fell. 


The period, i.e. 1974-76, of most marked deterioration in 
Canada's unit labour cost position vis-a-vis the United States, was 
surprisingly one in which the Canadian position in both world markets and 
in the United States market recovered. This seems to be due to the fact 
that prices of Canadian manufactured goods did not reflect this 
deterioration in cost performance. It is evident also that cyclical 
factors have played a major role. Since 1976, the improvement in our 
competitive position vis-a-vis the United States parallels Canada's 
recovery in both world markets and in the United States. 
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TABLE 8.2 
PERCENTAGE CHANGES IN FACTORS AFFECTING COMPETITIVE POSITION 


OF CANADA VS UNITED STATES 


1960-69 1965=72 1972-74 1974-76 1976-78 


Unit Labour Costs Manufacturing (in U.S. dollars) 
Canada -4.4 19.8 215 26.0 Bee 
United States ISS 8.6 Pail 2 O26 14.1 
Unit Labour Costs Manufacturing (in national currencies) 


Canada NE 10.2 199 Died 12a7 
United States Bee 8.6 212 9.6 14.1 


Output per Man-Hour in Manufacturing 


Canada 50.5 W344! 5.9 1.6 5.4 

United States Bon! 10.6 -2.8 10.1 3.5 
Hourly Compensation (in national currencies) 

Canada So 24.9 27.0 29.0 18.9 

United States 48.1 Ome NGS 207 18.1 
Unit Values of Total Fxports (in U.S. dollars) 

Canada 8.2 1S} 55 Bse2 WAGE -0.7 

United States 15.8 22S 48.4 15.8 10.8 
Unit Values of Exports of Manufactures (in U.S. dollars) 

Canada ~3.6 15.0 2521 16.1 3.0 

United States 17.9 9.9 30.5 23.8 12.9 
Wholesale Prices, Manufactured Goods (in national currencies) 

Canada Dykes Y 12.6 37.9 16.2 18.2 

United States Ads Al Heo 30.7 16.2 V422 
Wholesale Prices, Manufactured Goods (in U.S. dollars) 

Canada 9.7 22.4 39.6 L523 359 

United States V2e1 NSO, S106 7/ 16.2 14.2 
Source: International Economic Indicators, March 78 and June 78. 

Estimates for 1978 based on OECD Economic Outlook, July 1978 
and monthly 1978 data. Exchange rates for 1978 estimated 


on the technical at7umption o* no further change in rates after 
August, 1978. 
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TABLE 8.3 
PERCENTAGE CHANGES IN FACTORS AFFECTING COMPETITIVE POSITION 


OF CANADA VS OTHER INDUSTRIAL COUNTRIES 
a ap ee orm weepenrnnpatimemncene 


1960-69 1969-72 1972-74 1974-76 1976-78 


Unit Labour Costs Manufacturing (in U.S. dollars) 


Canada -4.4 19.8 Aes 26.0 -1.5 
United Kingdan 8.3 36.0 26.6 Se2 34.3 
F.R. Germany 32.0 SHO 43.8 Oe Suley, 
France 20.9 21.4 32e5 22.9 24.0 
Italy 1553 45.9 20.3 16.4 34.1 
Netherlands 57.0 35.2 42.5 Qileerlt Meas 
Japan 29.9 49.3 47.2 nS e7, 54.7 
Unit Labour Costs Manufacturing (in national currencies) 
Canada 6.1 OR2 19.9 27a 12.7 
United Kingdan 2TaL 30.0 35.03 49.4 26.9 
F.R. Germany 24.0 28.2 GES 6.4 6.9 
France vt Ie Se 25.9 22 Meee 
Italy Siew 3529 34.0 48.6 37.8 
Netherlands S10 MS) 7/ 19.0 Wie 72 n.a. 
Japan 29.4 26.3 AVES 17.6 8.5 
Output per Man-Hour in Manufacturing 
Canada 5025 eS ard D9 IG 5.4 
United Kingdan 4} Wake Hi S03 0.9 0.9 
F.R. Germany 71.4 14.5 237 ASS 8.4 
France 68.0 USA 8.7 11.8 9.0 
Italy 72.4 18.4 ISS 3.6 1.5 
Netherlands 81.6 26.3 19.4 W69) Nai 
Japan 147/23. 26.1 1220 8.0 9.2 
Hourly Campensation (in national currencies) 
Canada 59.7 24.9 270 29.0 18.9 
United Kingdom P65 45m 42.6 S105 7/ W287] 
F.R. Germany MA 46.7 Sle % 19.5 525 
France 43, 40.3 36.0 36.6 Ds 
Italy 137.6 60.9 Si] a7 54.0 14.0 
Netherlands 174.0 Ses 42.1 28.7 a2 
Japan 220.0 59.2 58.5 aoe 12.0 
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TABLE 8.3 (Cont'd) 
PERCENTAGE CHANGES IN FACTORS AFFECTING COMPETITIVE POSITION 


OF CANADA VS OTHER INDUSTRIAL COUNTRIES 


1960-69 1969-12 1972-74 1974-76 1976-78 


Unit Values of Total Exports (in U.S. dollars) 


Canada 8.2 1555 Soez 12.6 -0.7 
United Kingdom Deas 2455 35.8 13.9 34.3 
F.R. Germany NS) 30.9 46.4 32.0 24.6 
France TO52 2S 45.6 1558 22.9 
Italy 0.9 20.9 48.7 6.6 Pacha 
Netherlands 9.8 20.8 64.8 11.9 2563 
Japan mead 21.6 5986 =1.8 47.4 
Unit Values of Exports of Manufactures (in U.S. dollars) 
Canada -3.6 1530 Pasa 16.1 3.0 
United Kingdom -6.7 24.7 Sea 15.8 34.4 
F.R. Germany 9.8 a0.7 43.9 Aw 24.8 
France 9.7 19s 39.8 20.1 PAS AP) 
Italy 0.0 2265 Sore LOSE 28.0 
Netherlands a kaat 20 Ele 9.3 24.0 
Japan aif jet 22.0 54.2 -2.9 47.3 
Wholesale Prices, Manufactured Goods (in national currencies) 
Canada Pikes 7) 12.6 37.9 16.2 LSe2 
United Kingdom 26.4 23.0 32.4 44.5 Sal al 
F.R. Germany 9.2 12.0 Lash 6.9 4.5 
France 25.8 14.8 48.2 2 6.9 
Italy 17.6 UG,al Give 32.8 DS 
Netherlands 19.0 13.9 jee ete al 8.0 
Japan 4.2 4.0 47.7 6.0 0.4 
Wholesale Prices, Manufactured Goods (in U.S. dollars) 
Canada OPE. 22.4 39.6 15.3 3.2 
United Kingdan Yel 28.7 23.9 Hake! 38.3 
F.R. Germany Ges 37.6 49.5 95/8 29.0 
France 19.1 Ws 55.5 2.0 12.8 
Italy Ga 23.6 50.5 4.0 94.3 
Netherlands 2500 29 ake 40.3 15.8 30.1 
Japan 4.6 23.0 6 7 A=3 43.3 


Source: International Econamic Indicators, March 78 and June 78 
Estimates for 1978 based on ODCD Economic Outlook, July 1978 and monthly 1978 
data. Exchange rates for 1978 estimated on the technical assumption of no 
furthor change in rates after August, 1978. 
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8.2.4.5 Canada vs Other Industrial Countries 


On a broader perspective, the trends in Canadian unit labour 
costs since the 1960's were distinctly more favourable than those of 
overseas industrial countries in the period from 1960 to 1974. It was only 
in the period from 1974 to 1976 that our unit labour costs in national 
currency terms rose faster than most other industrial countries. Since 
1976, our cost performance has again been better than in most other 
industrial countries (See Table 8.3). 


Because, in general, their currencies appreciated in relation 
to the Canadian dollar (except in the case of the U.K. pound) the unit 
labour cost position of Canada was even more substantially improved when 
expressed in U.S. dollars. Again, the period from 1974 to 1976 marked a 
reversal of this pattern with Canada having the highest increase in unit 
labour costs of the industrial countries. 


Unlike the case of Canada and the United States, there seems to 
be relatively little relationship between the trends in unit labour costs 
in manufacturing and the trends in export prices in many overseas 
countries. This is most remarkable in the case of Japan where, in general, 
with the exception of the inflationary period of 1972 to 1974, the rates of 
increase of export prices have been substantially lower than those for unit 
labour costs. Again, with the exception of the same period, the unit 
values of exports of manufactured goods have tended to increase more slowly 
than those for unit labour costs in the European industrial economies 
throughout the period. Thus, the improvement in Canada's competitive 
position in the 1960's was not so marked in terms of export prices, 
although Canada continued to have the second best performance from 1969 to 
1972 and the best performance in the period from 1972 to 1974. Again, the 
deterioration of our competitive position in the 1974-1976 period was not 
so marked in terms of export prices as it was in unit labour costs. 
Indeed, only Japan and the Netherlands of the selected industrial countries 
significantly improved their competitive position in that period vis-a-vis 
Canada. 


In the 1960's, Canada's share of world exports of manufactured 
goods improved vis-a-vis the other major industrial countries with the 
exception of- Japan and Italy. Canada, Italy and Japan had a similar price 
performance in this period. The United Kingdom also had an equivalent 
price performance to that of the three growing exporters but this did not 
prevent its share from dropping precipitously. 


The next two periods, from 1969 to 1972 and from 1972 to 1974, 
were periods in which Canada's price performance in U.S. dollars was in 
general better than that of other industrial countries but this did not 
prevent a decline in Canada's share of exports of manufactured goods in 
relation to these other countries. 
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The period from 1974 to 1976, on the other hand, has been one 
of marginally better price performance in Canadian manufacturing than in 
most of the other industrialized countries. In general, Canadian shares of 
exports of manufactured goods vis-a-vis these countries have been 
maintained or exceeded except for Japan. It should be noted that the share 
of West Germany in 1976 was lower than its peak in 1973, while the strong 
growth of Japan's share in world exports came to a halt in 1975 although it 
resumed in 1976 and has continued into 1977 and 1978. 


Canada's shares of the imports of each of these major 
industrial countries have also changed over the period. Canada's shares of 
Japan's imports rose in the 1960's but suffered a sharp decline in the 
United Kingdom market. Canada's shares of West Germany's and France's 
imports also edged downward somewhat in the period but grew in the case of 
Italy and the Netherlands. In’ the 1970's, our ‘share’ off Japan's amports 
Stabilized but our exports to the United Kingdom continued to grow much 
more slowly than those of our major competitors. On the other hand, our 
shares of the imports of other major West European countries, such as West 
Germany, France and Italy, rose. 


8.3 CONCLUSION 


The preceding sections indicate that in the 1960s and 1970s 
there has been some global relationship between Canada's export performance 
in manufactured goods and Canada's comparative price and cost performance. 
The apparent improvement in Canada's competitive position in Western Europe 
has not, however, led to a rise in our share of this market indicating that 
the disadvantage under which Canada has laboured since the establishment of 
the European Common Market has been of some consequence. 


This global treatment of export developments and of price and 
cost factors does not reveal some of the important developments in 
individual commodities or in specific sectors of manufacturing. These will 
be considered in forthcoming studies. 
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